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ABSTRACT 6374

The objective of this research is to study and analyze the management of dividend policies and
earning management and how they affect the profitability of listed companies in the Stock Exchange
of Thailand (SET 100 group). The population and sample groups used in the study were selected
from listed companies on the Stock Exchange of Thailand. Data spanning the time period of 2018 -
2020, a total of 217 firm years, was collected for use in the study. Data were analyzed using
descriptive statistics, averages, maximum, minimum, and multiple regression statistical analysis. The
research found that the audit firm has a similar impact on profitability and the entity's size
significantly impacts profitability. This means having a dividend policy in place alongside a large type
of accounting firm results in increased profitability, while larger enterprises resulted in lower
profitability. Earning management has the opposite relationship, but does not affect profitability.
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. INTRODUCTION

In  today's business world, profitability
represents the growth and advancement of
companies and management. The main goal
of the company is to create maximum profit
for the organization. Most companies may
develop specific strategies for increasing their
revenues that result in increased profits and
executives have developed strategies for
running their businesses concurrently. This
allows the business to be cost-effective and
efficient. Profitability supports the efficiency
and effectiveness of most companies'
business operations with more assets,
especially fixed assets. Profitable companies
share their profits through a dividend policy

to their shareholders (Novi S. B., 2017).
Dividend policy is important corporate
information that signals to shareholders that
the company has good future profits(Liljeblom
et al., 2013) correlates with Longinidis and
Symeonidis (2013) Kato et al. (2002) andMiller
and Rock (1985) stated that dividends reflect
data on future, present, and past profits,
showing that profit is the main factor in
paying dividends to shareholders. A company
with a policy to pay more dividends is a
company with good profitability. As a result,
the dividend policy may result in the company
managing corporate profits for the benefit of
its shareholders.
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Earning management can generate a
business’s desired profit. Earning
management can be considered as a
decoration of profits from impartial financial
reporting and can lead to wrong decision-
making by investors. Profit manipulation has
severely affected the global economy in terms
of both money markets and capital markets
and to a point where investors lack
confidence in the financial reports and
disclosures of the company. Therefore, the
auditor has to review the financial reports to
ensure quality and build investor confidence.
If financial reports disclose information that is
useful to the public and useful to the users'
economic decisions, it must be of good audit
quality. The type of audit firm is another
factor that can affect audit quality. Prior
research has found that Big 4 audit firms have
more rigorous auditing quality than non-Big 4
audit firms.

Il. RESEARCH CONCEPTUAL FRAMEWORK

PwC, EY, Deloitte, KPMG, and local firms or
non-Big 4 auditing firms are often Thai-
founded and managed companies, and the
setting of performance standards is the
responsibility of the management of the office
(Nithibandanseree,P. et al.,, 2019). Types of
audit firms can measure the company's
earning management. Any company listed on
the Thai Stock Exchange with a stock price
index showing the level and movement of the
top 100 common stocks with high market
capitalization and consistently high liquidity
trading should be free from profit
manipulation.

An analysis of the importance and origins has
therefore revealed the necessity of a study of
the dividend payment policy and earning
management that affects the profitability of
companies listed on the Stock Exchange of
Thailand SET 100.

\ 4

Figure 1: Conceptual Framework

Framework for the study of dividend policy,
earning management, and profitability of
companies listed on the Stock Exchange of
Thailand: SET 100.

Research Objectives

1. To study the dividend payment
policy, earning management, and profitability
of companies listed on the Stock Exchange of
Thailand: SET 100.

2. To study and analyze the effects of
dividend policy and earning management on
the profitability of companies listed on the
Stock Exchange of Thailand: SET 100.

Research Hypothesis

H1, Dividend policy affects the
profitability of listed companies in the Stock
Exchange of Thailand: SET 100.

H2, Earning management affects the
profitability of listed companies in the Stock
Exchange of Thailand: SET 100.

11l. RESEARCH METHODOLOGY

Secondary variable data from financial reports
were collected for analysis in this study.
Financial reports consist of annual financial
statements, statements of comprehensive
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incomes, auditor's report forms, and annual
reports of companies listed on the Stock
Exchange of Thailand (SET 100 group) from
2018 to 2020. Secondary data was acquired
from SET SMART and from browsing the
website of the Stock Exchange of Thailand.
The population of the study was listed
companies in the Stock Exchange of Thailand,
(SET 100 group), over a period of 3 years
(2018-2020). This produced a total of 294 firm
years.Data were excluded from companies in
the financial industry and companies with
insufficient historical financial statements for
this study. After exclusions, data from 217
firm years remained to be used in the study.

Accrual Earning Management
PPE;;

This research used Descriptive Statistics
Analysis and Multiple Linear Regression
Analysis to study the effects of independent
variables on dependent variables. The
research variables consisted of Profitability:
Return on Asset (ROA) as measured by Return
divided by Total Asset, DPO: Dividend Policy
measured by Dividend payout ratio, EM:
Earning Management measured by Accrual
Earning Management, using themodel of
Kothari et al. (2005). Furthermore, audit
measured by Accounting firm type, Big4/non-
Big4, gives value as a dummy variable. Size is
measured from the Total Asset logarithm,
irepresents the company that collects data
and t represents the retention period. The
model is shown as follows:

ROA;;

TAC; 1 AREV i—AREC;
it _ + Bl it it + ﬂz

Ait—1 0 Aie—q Ajt—1 Ajt—1

Dividend Policy
DPO = DPS/ EPS

Research Model

+ B3

+ Eit
-1

Profitability = B + B1DPO;; + B,EM; + BsAudit;; + B4Size+e;

V. RESEARCH
DISCUSSION

CONCLUSION AND

Descriptive Statistics Analysis
This research uses descriptive
statistical analysis to describe the initial

characterization of variables. It consists of the
maximum (Maximum), minimum (Minimum),
mean (Mean), and Standard Deviation (SD).
The details are shown as follows:

Table 1 Table showing descriptive statistics of the model

Maximum Std Minimum Mean Deviation
Profitability -6.67 23.45 8.3457 5.54741
DPO -10.98 9.79 0.9163 1.88109
EM -0.21 0.33 0.0090 0.06435
Audit 0.00 1.00 0.9677 0.17709
Size 9.53 12.41 10.7835 0.58721

A study of the Dividend Policy, Earnings
Management and Profitability of listed
companies in the Stock Exchange of Thailand
(SET 100 index).

The objective of this research was to analyze
the data by using Multiple Regression Analysis
to explain the impact of dividend policies and
earning management on the ability to make
profits of listed companies in the Stock
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Exchange of Thailand (SET 100 group), and is
shown as follows:

Table 2 Shows results of Multiple Regression Analysis

Model Unstandardized Coefficients t p-value
B Std.Error

Constant 40.341 6.635 6.080 0.000"

DPO 0.401 0.189 2.127 0.035

EM -4.124 5.551 -0.743 0.458

Audit 5.105 2.022 2.525 0.012°

Size -3.456 0.618 -5.596 0.000"

R =0.425 R square (R2) = 0.181 Adjusted R Square =0.165 F = 11.684

p-value = 0.000"

* statistical significance level at the 0.05 ** statistical significance level at the 0.01 level

As seen in Table 2, it was found that the
independent variables had the same effect as
the dependent variable (profitability)
significantly  (p-value less than 0.05),
consisting of Dividend Policy with a value B
equal to 0.401 and Audit having a value B of
5.105. It was also found that Size had an
impact in the opposite direction of
Profitability B was -3.456. In addition, it was
found that EM had no effect on Profitability
(p-value greater than 0.05)

From the study, Dividend Policy and earning
management’s effects on the ability to make
profits of companies listed on the Stock
Exchange of Thailand, (SET 100 group) found
that the announced dividend payment policy
has increased the company's profitability.
Furthermore, if the company has the policy to
pay fewer dividends, or not pay at all, it
results in less profitability for the business
(accept H1), consistent with Novi S. B., (2017)
and Lintner, J. (1956). The business has higher
dividend payouts and has better profitability
than companies that pay lower dividends. In
conclusion, enterprises that pay higher
dividends have better profits, which is
inconsistent withMudassar, H. et al. (2015)
study of a Pakistani industrial group (energy
and textiles). In that particular study, it was
found that the dividend payout ratio will have
a negative impact on the company's earnings

next year, that is, when the company pays
more dividends, its profitability will decline in
the following year.

The effect on profitability is consistent with
Vilalai, P. et al. (2020) findings that earning
management through accrual has no
relationship to the future profitability of the
business.  This is  because earning
management through accrual is done through
the use of accounting policies related to the
accrual principle to obscure or conceal actual
operations. In conclusion, earning
management does not affect the profitability
of the business itself. However, this is
inconsistent with the research of Kornlert,P.,
& Sincharoonsak, T. (2016), who found that
through the financial policy analysis ratio,
there is a positive relationship with earning
management. If the business has a financial
policy, a high level of debt to equity will result
in a high level of earning management
accordingly. This shows that if an entity has a
high level of debt, as measured by its debt-to-
equity ratio, it can result in higher earning
management. The use of discretion in the
outstanding  items  resulted in  the
management having more opportunities to
use it.

It was also found that the type of audit firm
has a negative impact on the success of future
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profitability of the business which s
inconsistent with research by (Kaewsit,O.,
2018) As for the size of the company, it was
found that the larger the size of the company,
the lower the profitability. The result is
inconsistent with (Niyomtroung. C. et al,
2007). which found that the size of a large
company was positively correlated with the
operating results.

V. RECOMMENDATIONS

Additional studies in this area would be
advised to explore further by dividing the
sample according to each industry group. This
could make the findings clearer, explain the
relationship more specifically, and benefit the
research to a fuller extent. Other models may
also need to be used to measure a company's
earning management, such as Real Earning
Management, to demonstrate different types
of earning management, which would likely
differentiate research findings.
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