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ABSTRACT
This study aims to determine the effect of information asymmetry on earnings 
management, accounting fraud, budgetary slack, and the cost of equity. 
This study is conducted using literature study techniques by finding facts 
and making interpretations. Data sources are obtained from the results of 
previous studies, from 2017 to 2020, which have been published in various 
national journals. This study concludes that information asymmetry has 
a positive effect on earnings management; information asymmetry has a 
positive effect on accounting fraud; information asymmetry has a positive 
effect on budgetary slack; and information asymmetry has a negative effect 
on the cost of equity.

ABSTRAK
Penelitian ini bertujuan untuk mengetahui pengaruh asimetri informasi 
terhadap manajemen laba, kecurangan akuntansi, senjangan anggaran, 
dan biaya ekuitas. Penelitian ini dilakukan menggunakan teknik studi 
kepustakaan dengan mencari fakta dan melakukan interpretasi. Sumber 
data diperoleh dari hasil penelitian sebelumnya, dari tahun 2017 sampai 
dengan tahun 2020, yang telah dipublikasikan di berbagai jurnal nasional. 
Penelitian ini menyimpulkan bahwa asimetri informasi berpengaruh 
positif terhadap manajemen laba; asimetri informasi berpengaruh positif 
terhadap kecurangan akuntansi; asimetri informasi berpengaruh positif 
terhadap senjangan anggaran; dan asimetri informasi berpengaruh negatif 
terhadap biaya ekuitas.

This work is licensed under a Creative 
Commons Attribution 4.0 International 
License.

1. INTRODUCTION
Financial statement has a very important 
role for stakeholders because it contains 
valuable information regarding the condition 
of a company. Financial statement should 
be prepared as transparently as possible. In 
addition, the information contained in the 
financial statement must be accountable and 
accurate, because it influences the decision 
making of its users. However, irresponsible 
parties sometimes provide biased information 
to stakeholders (Fernando & Sitorus, 2020), 
which ultimately leads to information 
asymmetry.

Information asymmetry has an impact 
on information inequality received by 
stakeholders. The information obtained by one 
party is more complete and in-depth, while the 
information obtained by the other party is only 

limited to basic matters. Kusniawati & Lahaya 
(2018) state that information asymmetry occurs 
due to differences in information received, 
where subordinates have more complete and 
better information than their superiors. This 
is what causes biased information in budget 
reporting which can make budget targets look 
easy to achieve, thus triggering budgetary 
slack.

Information asymmetry can be a cause of 
accounting fraud. One of the frauds committed 
within the scope of business is the manipulation 
of the applicable provisions. Manipulation 
often appears in many fields, one of which 
is in the financial sector. Manipulation in the 
financial sector includes falsification in the 
preparation of financial statement and other 
important reports (Irwansyah & Syufriadi, 
2019).
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The financial statement presented by 
a company must be of high quality and 
easily understood by its users. A low level of 
information asymmetry in financial statements 
indicates that the information is properly and 
evenly distributed to all those who need it. The 
smaller the difference in information received 
by stakeholders, the better the monitoring 
carried out by shareholders on the performance 
of management when operating the company 
(Purba & Suaryana, 2018).

The emergence of information asymmetry 
indicates that there is ambiguity in the control 
of data related to the flow of individual or 
social transactions. This problem needs to be 
addressed immediately because it can harm 
and endanger the continuity of the company. 
Problems related to information asymmetry 
also occur in government, such as in policy, 
legal and judicial processes, including in the 
management of human resources, costs, natural 
resources, and so on (Cahyani et al., 2019).

Financial statements present data related 
to the company’s financial condition that can 
be used as a basis for making appropriate 
decisions. The financial statements that are 
already published and accessible to the 
public will have a huge impact. A company 
is considered ready and able to overcome 
problems that arise, if the company can present 
good financial statements. Financial statements 
that have high value can be used as a reference 
in making maximum business decisions. 
Given the importance of financial statements, 
company management must present quality 
financial statements because management 
is the party authorized by the shareholders 
(principals) to manage the company (Purba & 
Suaryana, 2018).

2. THEORITICAL FRAMEWORK AND 
HYPOTHESIS

Agency Theory
Agency theory shows that there is a relationship 
between the owner of the company (principal) 
and management (agent), regulated in an 
agreement that has been agreed upon. The 
agreement agreed upon by the company 
owner (principal) and management (agent) 
includes the duties and obligations of both 
parties in terms of managing and supervising 
the company in accordance with the duties and 
obligations of each party (Jensen & Meckling, 
1976).

Although both parties are bound by 
an agreement that has been agreed upon, 

there is always one party trying to optimize 
individual interests, thus triggering agency 
problems. Agent usually has the opportunity 
to hide information about the actual condition 
of the company without the knowledge of 
the principal. The agent also has easy access 
to misappropriate financial reports and 
deliberately hide key data from the principal 
(Smulowitz et al., 2019).

Information Asymmetry
According to Rohayati (2020), information 
asymmetry is a condition where managers 
have greater access to complete and detailed 
information about the company’s future 
prospects than external parties. Information 
asymmetry is often used by subordinates to 
fulfill their personal needs by providing biased 
information to superiors (Wardhana & Gayatri, 
2018).

Information asymmetry is one of the factors 
causing earnings management. Information 
asymmetry influences managers to present 
incorrect information, especially when the 
information has a very close relationship with 
the manager’s performance measurement. In 
addition, the quality of financial reports can 
also describe the level of earnings management 
(Rohayati, 2020).

The imbalance of information held by 
principals and agents will trigger information 
asymmetry. The principal does not have 
complete information about the agent’s 
performance. Meanwhile, the agent has more 
complete information about his own capacity, 
work environment, and the company as 
a whole. Therefore, financial statement is 
necessary for external parties, because they are 
the most uncertain parties in understanding 
the actual condition of the company (Korompis 
et al., 2018). Information asymmetry and 
uncertainty have a large influence on stock 
prices. These factors are also related to company 
performance and industry indices. Meanwhile, 
macroeconomics has a negative influence on 
stock prices (Mehrabadi et al., 2021).

According to Scott (2015:22), there are 
two types of information asymmetry: adverse 
selection and moral hazard. Adverse selection 
is a condition where managers (agents), 
who operate company activities directly, 
understand the conditions and prospects of 
the company more than the shareholders 
(principals), who do not directly participate 
in operating company activities. The lack of 
information conveyed by agents to principals 
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will affect investors in making decisions. Moral 
hazard is an activity performed by managers 
in carrying out company operations, that is not 
fully known by investors, both shareholders 
and creditors. Managers often take actions 
and make decisions without the knowledge 
of investors. This indicates that the managers 
have violated the agreement agreed upon by 
both parties. They have violated norms or 
ethics that should be avoided, because it is 
inappropriate to do so.

Earnings Management
Earnings management is an activity carried 
out by managers in implementing policies 
related to the financial performance of an 
entity or company that misleads stakeholders. 
Methods for measuring earnings management 
include the accrual model and the non-accrual 
model. There are two categories of earnings 
management: accrual earnings management 
and real earnings management. Earnings 
management can be done through selling 
assets, modifying delivery schedules, slowing 
down maintenance, cutting advertising costs, 
and cutting equipment maintenance costs 
(Muslim & Widyastuti, 2019).

Earnings management is management 
intervention in the process of external financial 
reporting with the aim of being able to benefit 
oneself. Management intervention in the 
external financial reporting process can be 
carried out by using the accrual accounting 
method, changing accounting methods, 
and applying certain policies. The accrual 
accounting method is carried out by shifting 
the cost or income period to the next accounting 
period, that is by accelerating or delaying 
research and development expenditures until 
the next accounting period. Changes in the 
accounting method are made by changing the 
accounting method used to record a transaction, 
that is by changing the method of depreciation 
of fixed assets from the straight-line method to 
the declining balance method. The application 
of a policy can be done through an assessment 
of accounting estimates, including estimates 
of bad debts, estimates of insurance costs, and 
others (Yando & Lubis, 2018).

Accounting Fraud
There are various types of accounting fraud. 
The most common fraud is committing fraud 
on behalf of the organization. One example 
of fraud related to financial reports is that 
companies make financial reports that appear 
to be better than actual conditions. In this case, 

the party that benefits is the executive of the 
company because the stock price has increased, 
while the party that is harmed or who becomes 
a victim of the fraudulent act is the investor. 
Sometimes executives misinterpret earnings 
to ensure a larger year-end bonus. Financial 
statement fraud is often found in companies 
that experience losses or companies whose 
profits are lower than expected (Fernando & 
Sitorus, 2020). Accounting fraud is an act that 
is carried out intentionally by unfairly and 
inappropriately utilizing internal resources 
in presenting facts with the aim of obtaining 
personal gain (Muna & Haris, 2018).

Budgetary Slack
Budgetary slack is the most common obstacle 
in the budgeting process that can eliminate 
the best estimated value from the budget so 
that it can affect organizational performance 
(Kusniawati & Lahaya, 2018). Information 
asymmetry is one of the triggering factors 
for budgetary slack. This happens when 
subordinates provide biased information 
by presenting a budget that looks easier to 
achieve, giving rise to budgetary slack. There 
are several factors that influence the difference 
that is considered as a result of budgetary 
slack. Factors that trigger budgetary slack are 
the many parties participating in the budgeting 
process and biased information conveyed 
by subordinates. In fact, the budget is used 
to assess the performance of subordinates. 
Budgeting is an opportunity for subordinates 
to participate in the budgeting process in an 
organization.

Cost of Equity
The cost of equity is the cost incurred by the 
company for the capital invested by investors. 
Investors will require the rate of return 
they want when they invest their capital 
in a particular company. The emergence of 
large information asymmetries can affect 
the high cost of company equity. The lower 
the information asymmetry caused by the 
high disclosure of company information to 
outsiders, the smaller the cost of equity paid by 
the company (Sukarti & Suwarti, 2018).

This study aims to determine the effect 
of information asymmetry on earnings 
management, accounting fraud, budgetary 
slack, and the cost of equity. This study is 
based on a literature review of several research 
articles, related to the research theme from 
2017 to 2020, which have been published in 
national journals.
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3. RESEARCH METHOD
The method used in this study is a qualitative 
method through literature study techniques 
by finding facts and interpreting them 
appropriately. The references used in this 
literature review are articles related to the 
research theme obtained from Google Scholar 
and have been published in national journals. 
These articles are previously conducted studies 
from 2017-2020 consisting of 21 articles.

This literature review is chosen because 
this method can describe in more detail and 
depth based on relevant sources. The results 
of this literature review can be used for further 
research in determining variables related to 
the effect of information asymmetry on other 
variables. In addition, this literature review 
provides evidence about the results of previous 
studies, related to the effect of the independent 
variable of information asymmetry on other 
dependent variables. With this literature 
review, further research is suggested to 
use other relevant variables that might be 
influenced by information asymmetry.

4. DATA ANALYSIS AND DISCUSSION
There are differences in the results of previous 
studies regarding the effect of information 
asymmetry on earnings management, accoun-
ting fraud, budgetary slack, and the cost of 
equity. The results of the literature review are 
presented in Appendix 1.

The difference in the results of previous 
research related to the effect of information 
asymmetry on earnings management, accoun-
ting fraud, budgetary slack, and the cost of 
equity is an opportunity to conduct further 
research with the aim of providing deeper 
insight and explaining the actual results so that 
it becomes a novelty of knowledge regarding 
the impact of information asymmetry.

This research has relevance to the impor-
tance of financial information disclosure for 
various parties who need it, such as investors, 
creditors, the government, and other stake-
holders. Moreover, during the current Covid-19 
pandemic, many companies had difficulties 
in carrying out their business activities, and 
some of them even went bankrupt. Under such 
conditions fraud is very prone to occur in the 
preparation of financial statements by providing 
biased information regarding the condition of 
the company, resulting in inaccurate decision 
making by stakeholders.

Technology influences information asym-
metry. Increasingly sophisticated technology 

increases transparency in financial reporting 
due to easy access to obtain information 
related to company financial reports. Thus, 
technology reduces information asymmetry. 
Regarding the company’s obligation to report 
its financial condition, both mandatory and 
voluntary reporting, information asymmetry 
often occurs in the two types of reporting, 
especially in voluntary reporting which does 
not require every company to disclose. This 
allows information to be made in such a way by 
certain parties to gain profit.

Information asymmetry also influences 
the government’s decision in determining the 
tax to be charged to companies. Inappropriate 
financial statements affect the determination 
of the tax rate to be imposed. This will have an 
impact on state tax revenues and will directly 
affect the amount of the state budget.

The use of the bid-ask spread as the proxy 
in measuring information asymmetry in the 
articles reviewed has the possibility of biasing 
the results of this literature review because 
almost all articles use this proxy. In fact, earnings 
forecast error is also a proxy that can be used 
to measure information asymmetry. Research 
conducted by Sumani et al (2020) analyzed the 
effect of information asymmetry on dividend 
policy using two different proxies. The results 
show that, by using the earnings forecast error 
proxy, information asymmetry affects dividend 
policy. Meanwhile, by using the bid-ask spread 
proxy, information asymmetry has no effect on 
dividend policy. This explains that the same 
variable measured using different proxies will 
have different results.

There are differences in the results 
of previous studies related to the effect of 
information asymmetry on earnings mana-
gement. Of the eight studies, five studies show 
that information asymmetry has an effect 
on earnings management, while three other 
studies show that information asymmetry 
has no effect on earnings management. These 
different research results encourage the need to 
conduct further research on related variables in 
order to obtain relevant results that can be used 
as conclusions. The differences in the results 
of these studies tend to be caused by the use 
of different indicators. In addition, research 
methods also influence research results. 
Research using primary data has different 
results from research using secondary data. 

The results of research conducted by 
Mulumbot & Sumanti (2020) concerning the 
effect of information asymmetry (proxied by 
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the bid-ask spread) on earnings management 
(proxied by modified Jones) show that 
information asymmetry has a negative and 
significant effect on earnings management. 
Meanwhile, the seven studies show varying 
results, even though all of the studies use the 
same proxies for both variables. Therefore, the 
use of proxies in measurement affects the results 
obtained. The research object also influences the 
research results. The articles used as references 
in this study use different research objects, such 
as manufacturing companies listed on the IDX, 
automotive sector companies, etc.

This literature review also examines 
previous studies to find out whether information 
asymmetry has an effect on accounting fraud. 
Of the four studies that have been reviewed, all 
have the same results, information asymmetry 
has a positive effect on accounting fraud. 
Research conducted by Irwansyah & Syufriadi 
(2019) uses the bid-ask spread to measure 
information asymmetry variable and three 
statement items obtained from the Association 
of Certified Fraud Examiners (ACFE) to 
measure accounting fraud. The results of this 
study indicate that information asymmetry 
has a positive effect on accounting fraud. The 
same results are also found in the research 
conducted by Korompis et al (2018). In this 
research, information asymmetry is measured 
using five indicators: information held by the 
execu-tive, the relationship between input and 
output, potential performance, being able to 
assess potential impact, and achievement in the 

field of activity. Meanwhile, accounting fraud is 
measured using five indicators: manipulation, 
omission of events, application of incorrect 
accounting principles, misrepresentation of 
financial statements due to theft, and improper 
presentation of financial statements. The 
research shows the same results because it uses 
almost the same research data.

Another variable examined in this 
literature review is budgetary slack. This 
literature review involves six previous studies. 
Of the six studies, five studies conclude that 
information asymmetry has a positive effect 
on budgetary slack, while one study concludes 
that information asymmetry has no positive 
effect on budgetary slack. Research conducted 
by Wardhana & Gayatri (2018) measures the 
information asymmetry variable using five 
statements adopted from Eisenhardt (2009). 
Meanwhile, the budgetary slack variable is 
measured using five statements adopted from 
Carreras (2014). All articles reviewed in this 
literature study use primary data, where the 
data are obtained by distributing questionnaires 
to the sample to be researched.

The last variable used in this literature 
review is the cost of equity. This literature 
review involves three previous studies. Research 
conducted Sukarti & Suwarti (2018) uses the 
bid-ask spread as the proxy for information 
asymmetry and the dividend growth model 
approach as the proxy for the variable of the 
cost of equity. The results of this study indicate 
that information asymmetry has a negative 

Figure 1
Further Research Ideas

Source: Data Processed
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effect on the cost of equity. The results of 
research conducted by Widyowati (2020) show 
that information asymmetry has no significant 
effect on the cost of equity capital. Meanwhile, 
the results of research conducted by Putra, 
2018) show that information asymmetry has 
a positive and significant effect on the cost of 
equity.

5. CONCLUSION, IMPLICATION, SUG-
GESTION AND LIMITATION

Based on the results of a literature review of 
previous studies from 2017 to 2020, it can be 
concluded that information asymmetry has 
a positive effect on earnings management. 
Of the eight previous studies, five studies 
conclude that information asymmetry has a 
positive effect on earnings management, while 
three other studies conclude that information 
asymmetry has a negative effect on earnings 
management.

Information asymmetry has a positive 
effect on accounting fraud. Of the four previous 
studies, all of them conclude that information 
asymmetry has a positive effect on accounting 
fraud. 

Information asymmetry has a positive 
effect on budgetary slack. Of the six previous 
studies, five studies conclude that information 
asymmetry has a positive effect on budgetary 
slack, while one study concludes that 
information asymmetry has a negative effect 
on budgetary slack. So it can be generalized 
that information asymmetry has a positive 
effect on budgetary slack.

Information asymmetry has a negative 
effect on the cost of equity. The results of 
research conducted by Sukarti & Suwarti 
(2018) show that information asymmetry has a 
negative effect on the cost of equity. 

The four dependent variables used in this 
literature study have different results. Earnings 
management variable is most widely used as 
the dependent variable. However, the results 
obtained are not the same due to differences in 
measurement tools and companies as research 
objects. 

Research on the relationship between 
information asymmetry and the cost of equity 
is still rare. Therefore, this is an opportunity 
for future researchers to use this variable in 
relation to information asymmetry.

The research implication is that infor-
mation asymmetry is a variable that is still 
very feasible to study. This variable is able to 
influence other variables with different results. 
Through this research, it can be seen that there 
are various kinds of dependent variables that 
can be used in future research.

This research is limited to using the 
source of the articles reviewed, only from 2017 
to 2020. Subsequent research can extend the 
observation period and add the dependent 
variables so as to be able to provide better and 
more in-depth explanations and conclusions. 
Information asymmetry has an influence on 
various variables because information is very 
crucial in all aspects. Inequality of information 
obtained by someone will cause mistakes in 
making decisions or policies. Apart from the 
four dependent variables used in this study, 
there are several other variables that can be 
used in further research, such as dividend 
policy, investment decisions, and funding 
decisions.

Subsequent research can increase the 
number of studies that will be used as a 
literature study with the same variables. This is 
intended to obtain stronger conclusions and as 
a comparison material when there are different 
conclusions.
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Appendix 1. Previous Research Results
No Researcher Object of Research Result Indicator
1. Rohayati 

(2020)
The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has a 
positive and significant 
effect on earnings 
management.

Information asymmetry is proxied 
using the relative bid-ask spread. 
The earnings management variable 
is proxied using Modified Jones.

2. Fernando 
& Sitorus 
(2020)

The effect of 
information 
asymmetry on 
accounting fraud

Information 
asymmetry has a 
significant effect on 
accounting fraud.

The variable of information 
asymmetry variable is measured 
by providing access to information, 
information alignment, and 
information reliability (Hanafi, 
2014). The variable of accounting 
fraud is measured by erroneous 
statements, concealment of data, 
and non-material facts (Ali-son, 
2006).

3. Diansari & 
Saraswati 
(2020)

The effect of 
budgetary 
participation, 
information 
asymmetry, 
suppressed budgets, 
and role ambiguity 
on budgetary 
slack (Regional 
Apparatus 
Organization of 
Yogyakarta City)

Information 
asymmetry has no 
effect on budgetary 
slack.

The variable of information 
asymmetry is measured by 
indicators of information owned 
by agents compared to principals, 
there is a relationship between input 
and output, potential performance, 
technical work, being able to assess 
potential impacts, and achievement 
of activities.
The variable of budgetary slack is 
measured by indicators of increased 
productivity, achieved budgets, 
monitoring of cut-off costs, budget 
improvements, efficient budgets, 
and the causes of not achieving 
budgets and realization.

4. Mulumbot 
& Sumanti 
(2020)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has 
a negative and 
significant effect on 
earnings management.

Information asymmetry is 
proxied using the relative bid-ask 
spread (Rahmawati et all, 2006). 
Meanwhile, earnings management 
variable is proxied using Modified 
Jones (Dechow et all, 1995).

5. Palupi & 
Sari (2020)

Effect of 
information 
asymmetry on 
budgetary slack in 
star hotels

Information 
asymmetry has a 
positive effect on 
budgetary slack.

Information asymmetry is 
measured using indicators: more 
information held by agents than 
principals, the relationship between 
input and output on internal 
operations, potential performance, 
technical work, being able to assess 
potential impact, and success in 
the field of activity. Meanwhile, 
budgetary slack is measured using 
indicators: budget standards, 
budget implementation, inspection 
of expenditure budgets, pressure on 
the budget, budget efficiency, and 
budget targets.
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No Researcher Object of Research Result Indicator
6. Widyowati 

(2020)
The effect 
of earnings 
management, 
information 
asymmetry, and 
voluntary disclosure 
on the cost of equity 
capital

Information 
asymmetry has no 
significant effect on the 
cost of equity .capital

Information asymmetry uses the 
relative bid-ask spread as a proxy, 
while the cost of capital is calculated 
using a discount rate that is often 
used by investors in assessing future 
cash flows.

7. Irwansyah 
& Syufriadi 
(2019)

The effect of 
information 
asymmetry on 
the tendency of 
accounting fraud

Information 
asymmetry has a 
positive effect on the 
tendency of accounting 
fraud.

The information asymmetry 
variable uses the bid-ask spread as 
a proxy. The variable of accounting 
fraud tendency is measured using 
the three statement items obtained 
from the Association of Certified 
Fraud Examiners (ACFE).

8. Muslim & 
Widyastuti 
(2019)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has no 
effect on earnings 
management.

Information asymmetry is calculated 
using the bid-ask spread model 
(Venkatesh & Chiang, 1986), while 
earnings management is proxied by 
the modified Jones model (Dechow 
et al., 1995).

9. Dewi & 
Budiasih 
(2019)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has no 
effect on earnings 
management practices.

Information asymmetry is calculated 
using the bid-ask spread, while 
earnings management is calculated 
using the discretionary accrual (DA) 
model (Jones 1991).

10. Naraswari 
& Sukartha 
(2019)

Effect of 
information 
asymmetry on 
budgetary slack

Information 
asymmetry has a 
positive effect on 
budgetary slack

The information asymmetry variable 
is projected using five indicators: 
information owned by the executive, 
input-output relationships, potential 
performance, potential impact, and 
activity achievement. Meanwhile, 
budgetary slack is measured 
using six statements adopted from 
Mahadewi (2014).

11. Yanti & 
Setiawan 
(2019)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has no 
effect on earnings 
management.

Information asymmetry is measured 
by the difference between the ask 
price and the bid price of shares 
for one year (Healy, 1999), while 
earnings management is measured 
by the Modified Jones Model (1991).

12. Muna & 
Haris (2018)

The effect of 
information 
asymmetry on 
the tendency of 
accounting fraud

Information 
asymmetry has a 
positive effect on the 
tendency of accounting 
fraud.

Information asymmetry is measured 
using six statement items based on 
Scott (2014), while accounting fraud 
tendencies are measured using 
three statement items obtained from 
the Association of Certified Fraud 
Examiners (ACFE).

13. Kusniawati 
& Lahaya 
(2018)

The effect of 
information 
asymmetry on 
budgetary slack

Information 
asymmetry has 
a positive and 
insignificant effect on 
budgetary slack

Information asymmetry is proxied 
by the indicators developed by Asak 
(2014:114), while budgetary slack is 
proxied by the indicators developed 
by Afebriano (2013:13).
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No Researcher Object of Research Result Indicator
14. Ayuni & 

Erawati 
(2018)

Effect of 
information 
asymmetry on 
budgetary slack

Information 
asymmetry has a 
positive effect on 
budgetary slack,

Information asymmetry is calculated 
using indicators developed by 
Dunk (1993), while budgetary slack 
is calculated using six statements 
adopted from Mahadewi (2014).

15. Korompis et 
al (2018)

The effect of 
information 
asymmetry on the 
tendency of fraud

Information 
asymmetry variable 
has a positive and 
significant effect on the 
tendency of fraud.

Information asymmetry is 
measured using five indicators: 
information held by the executive, 
the relationship between input and 
output, potential performance, being 
able to assess potential impact, and 
achievement in the field of activity. 
Meanwhile, the tendency to fraud 
is measured using five indicators: 
manipulation, omission of events, 
application of incorrect accounting 
principles, misrepresentation of 
financial statements due to theft, 
and improper presentation of 
financial statements.

16. Yando & 
Lubis (2018)

The effect of 
information 
asymmetry 
on earnings 
management 
practices

Information 
asymmetry has a 
positive effect on 
earnings management 
practices.

Information asymmetry is calculated 
using the bid-ask spread, while 
earnings management is calculated 
using discretionary accruals (DAC) 
and the Modified Jones Model.

17. Fitriana 
(2018)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has a 
positive effect on 
earnings management.

Information asymmetry is calculated 
using the bid-ask spread, while 
earnings management is calculated 
using the Friedlan model (Friedlan, 
1994) through discretionary accruals 
(DAC).

18. Sukarti & 
Suwarti 
(2018)

The effect of 
information 
asymmetry on the 
cost of equity

Information 
asymmetry has a 
negative effect on the 
cost of equity.

Information asymmetry is proxied 
by the bid-ask spread, while the cost 
of equity is proxied by the dividend 
growth model approach.

19. Wardhana 
& Gayatri 
(2018)

Effect of 
information 
asymmetry on 
budgetary slack

Information 
asymmetry has a 
positive effect on 
budgetary slack.

Information asymmetry is proxied 
by five questions adopted from 
Eisenhardt (2009), while budgetary 
slack is proxied by five questions 
adopted from Carreras (2014).

20. Putra (2018) The effect of 
information 
asymmetry 
and earnings 
management on the 
cost of equity capital 
in manufacturing 
companies

Information 
asymmetry has a 
positive and significant 
effect on the cost of 
equity.

Information asymmetry is measured 
using the bid-ask spread theory 
model, while the cost of equity is 
calculated using the residual income 
model, which is better known as the 
Edward Bell Ohlson Valuation.

21. Fitriana & 
Febrianto 
(2017)

The effect of 
information 
asymmetry 
on earnings 
management

Information 
asymmetry has a 
positive and significant 
effect on earnings 
management.

Information asymmetry is proxied 
by the bid-ask spread, while 
earnings management is calculated 
using Eckel’s (1981) model. In this 
case, Eckel uses the absolute value 
of the Coefficient Variation (CV).

Source: Data Processed
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