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ABSTRACT 

 

Financial statements are prepared to give information about the condition of a 

company and are an important communication tool between management and 

stakeholders. Fraud especially, over financial statements occurs because of the 

motivation and encouragement of various parties, both from within and outside the 

company. The occurrence of fraud also arises because of a conflict of interest between 

the agent and the principal. The Association of Certified Fraud Examiners (ACFE) 

said that the manufacturing industry is ranked second as the most frequent fraud in the 

world.  

This study aims to determine fraud pentagon factors (pressure, opportunity, 

rationalization, ability, and arrogance) and fraudulent financial statements. This study 

also aims to investigate the influence of the fraud pentagon on fraudulent financial 

statements in manufacturing companies listed on the Indonesia Stock Exchange (IDX) 

in 2016 and 2017. 

This study uses secondary data from the annual report of manufacturing 

companies listed on the Indonesia Stock Exchange (IDX) in 2016 and 2017. The data 

analysis technique used in this study is panel data regression analysis with a total 

sample of 102 companies and data processing is done using Eviews version 10. 

Based on the test results, fraud pentagon simultaneously has a significant effect 

on fraudulent financial statements. Partially it can be concluded that rationalization 

has a positive effect on fraudulent financial statements and opportunity has a 

significant negative effect on the fraudulent financial statement. While the variables of 

pressure, capability, and arrogance do not affect the fraudulent financial statement. 
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