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A B S T R A C. T 

 
The consistent implementation of good corporate governance 

based on fairness, transparency, and accountability is proven to 
improve the quality of financial statements.This study aims to determine 
the influence of indicators of good corporate governance indicators to 
earnings management in Manufacturing Companies listed in Indonesia 
Stock Exchange (IDX). The sampling method is porposive samling by 
taking a sample of 30 manufacturing companies in the consumer goods 
industry sector which publishes annual report complete year 2014-2018. 
Data analysis method used in this study is multiple linear regression 
analysis with the help of SPSS 22.0 program. Previously tested the 
classical assumptions first. The classical assumption test consisted of 
normality test, multicolinearity test, heteroscedasticity test, and 
autocorrelation test. The results showed that simultaneously and 
partially, managerial ownership, composition of board of commissioner, 
audit committee and audit quality of KAP size have a positive effect on 
earnings management.Variable composition of board of commissioner 
has the most dominant influence to earnings management, shown by 
value of Standardized efficients Beta 0,303 bigger of the value of 
Standardized Coefficients Beta of other independent variables. 
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1. Introduction 
 
The information provided by manager sometimes not in accordance with the condition of a 

corporation that indeed. This condition caused by information that is not symmetrical or asymmetry 
information. Asymmetry between management with the land owners company can provide opportunities 
for manager to do manipulation of the company performance made for their own interest such companies 
and can harm the shareholders or the investors .Information that was often the target of engineering the 
management is the information on the profit financial report. 

The very act of opportunist is done with the process of selecting an accounting policy as a result of 
certain so that of a company profit can be arranged, raised or lowered in conformity with the wish. 
Behavior management in order to profit in the first semester with it the forbidden cravings any means 
make this arrangement in accordance entrusted bakrie sumatra plantation tbk known by these terms in 
connection with the management (spider does not permit the report also showed earnings management). 
Report also showed earnings management happens when the management of the use of certain decisions 
in the reporting and in the preparation of financial transaksi-transaksi that converts a financial report 
what happened. It is purpose in order to mislead between stakeholders including to weed out frivolous 
candidacies of the condition of the economic performance the company most solemnly i tell you, as well as 
to affect the low level of income to operate the controls of accounting in which the contractual constraints 
did the desired investment growth figure out cases have been reported. 

The very act of opportunist is done with the process of selecting certain accounting policy of a 
company profit can be set so that, raised or lowered in conformity with the wish .Behavior management to 
set on his custom profit are known to the term profit (management earnings management). Management 
earnings management occurs when using certain decisions in financial reporting and the formulation of 
financial report transactions either that converts. It is purpose to mislead the stakeholders of the 
condition of the company indeed economic performance, as well as to affect income contractual 
arrangement control accounting figures who were declared to be. 

Profit a management action created a small number of cases of the scandals of the reporting 
accounting in which the widely sub districts were known as , its industrial activity among others enron , 
merck , world com , healthsouth , palamalat , tyco and xerox ( razek , 2012 ) .In indonesia they took the 
form of a small number of cases that are detected by as manipulation in a financial, such as PT Lippo tbk 
and PT .Kimia Farma tbk .This phenomenon indicates that the occurrence of a financial scandal is the 
failure of a financial report what happened to meet the needs of users will get more information things in 
the financial report .One of the causes of the case of move on from the scandal is the lack of observation 
will implement good corporate governance (Kompas daily news in Jakarta, 21 November 2002). 

The existence of the principle of good corporate governance that is expected to minimize the 
performance engineering activities that resulted in the financial report did not describe the fundamental 
value of the real company (Action marked Up financial statements). Some of the research on the 
mechanisms used in good corporate governance that affects profit in the first semester in connection with 
the management has also been carried out and it was found a wide range of results .This research build on 
the research ningsapiti in the year 2013, but have several differences in pt pgn promised to supply years 
of research that different structures and the subject of study .Research ningsapiti sought to find out to 
several manufacturing companies in the year 2009-2011, while this research used data on several 
manufacturing companies in the year 2014-2018 in order to be more up date .In addition , in this research 
is added one the independent variable mortgage loan dubbed kpr ekspres managerial muamalat ran into 
financial difficulties as a single proxy good corporate governance .Managerial mortgage loan dubbed kpr 
ekspres and taken up in this research as the number of shares owned by meanwhile the housing complex 
manager assumed to be able have an impact on the act of meanwhile the housing complex manager in 
decision making and also in its financial statement is the company  

Research conducted by Hendra J, Koesharjono, and Priantono using data from manufacturing 
companies in 2013-2017 in 2018 analyzed the effect of the proportion of independent commissioners on 
earnings management and stated that the proportion of independent commissioners as a proxy for good 
corporate governance that had no effect on profit management. This research differs from Retno and 
Priantinah's (2012) research which states that the proportion of the board of commissioners has a 
significant effect on earnings management. Research on the influence of the composition of the audit 
committee as a proxy for good corporate governance has also been carried out by several previous 
studies. 

Qomariyah's research in 2008 analyzed the effect of the proportion of independent board of 
commissioners on earnings management and stated that the proportion of the board of commissioners as 
one of the proxy of good corporate governance has no effect on profit management. This research differs 
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from research by Ratna and Wardhani (2012) which states that the proportion of board of commissioner 
has a significant effect on earnings management. Research on the influence of audit committee 
composition as one of the proxy of good corporate governance has also been done by some previous 
research. 

Indonesia is the state of being  in countries with weak investor protection, so it has a high profit 
management practices. The built in corporate governance must be able to protect hak-hak shareholders 
the right to ( 1 ) ensure the safety of the registration ( 2 ) divert or move shares they owned ( 3 ) be 
relevant information about the company periodically and orderly ( 4 ) involved and to vote in the gms ( 5 ) 
selecting members of the board of commissioners ( 6 ) obtain the corporate profits. 

The principles in implementing good corporate governance proposed by the General Guidelines for 
Good Governance in Indonesia (2006: 5-7) consist of; (1) transparency, (2) accountability, (3) 
responsibility, (4) independence, (5) fairness and equality 

Managerial ownership is a condition in which the manager owns the company's shares or in other 
words the manager as well as the shareholder of the company (Tarigan, Josua and Christiawan, 2007: 2). 
Theoretically when management ownership is low, the incentives for possible opportunistic behavior of 
managers will increase. Management's ownership of the company's shares is seen as harmonizing 
potential differences of interests between outside shareholders and management (Jansen and Meckling, 
1976: 339 in Pujiati 2015: 38). So the problem of assumed keagenen will be lost if a manager is also at the 
same time as an owner (Pujiati 2015: 38). Managerial ownership is measured on the basis of the 
percentage of outstanding shares owned by the management of all outstanding share capital of the 
company and measured using the ratio scale. The calculation of managerial ownership is as follows 
Managerial ownership is calculated by the following formula (Kartika, 2005: 113): 

(Hayati and Gusnardi, 2012: 370). In order to ensure the implementation of good corporate 
governance, members of the board of commissioners who have integrity, ability are not legally defective 
and have no business relationship or other relationship with the controlling shareholder (majority) either 
directly or indirectly. The board of commissioners is often considered to be of no benefit, this can be seen 
in the fact that many members of the board of commissioners have no capacity and can not demonstrate 
their independence. 

The composition of the board of commissioners (Board of Commissioners) is a membership 
composition consisting of outside commissioners and commissioners from within the company. 
Independent Commissioners are members of the board of commissioners who have no financial, 
management, share ownership and / or family relationships with other members of the board of 
commissioners, directors and / or controlling shareholders or other relationships that may affect their 
ability to act independently (Puspitasari and Ernawati, 2010 : 193-194). According to Hayati and Gusnardi 
(2015: 372) the proportion of independent board of commissioners is measured by percentage of the 
number of independent board members of the total number of the company's board of commissioners and 
measured by the ratio scale. 

The audit committee is in charge of assisting the board of commissioners by providing independent 
professional opinion to improve the quality of work and to reduce the deviation of the company's 
management (Surya and Yustiavanda, 2006: 146). The existence of the audit committee is very important 
for the management of the company. Audit committee is a new component in the company's control 
system. In addition, audit committee is considered as a liaison between shareholders and board of 
commissioners with the management in handling the problem of control. 

Based on the Circular Letter of BEJ, SE-008 / BEJ / 12-2001 in Kumala (2014: 24), the membership 
of the audit committee consists of at least three persons including the chair of the audit committee. 
Members of this committee who are from commissioners are only one person, Committee members who 
are from the commissioner are independent commissioners of listed companies as well as chairman of the 
audit committee. Other members who are not independent commissioners must be independent external 
parties with minimum accounting and financial skills. 

The composition of the audit committee is measured using an external audit committee percentage 
indicator of all audit committee members (I Guna and Herawati (2010: 61)). 

The size of KAP is the size of the audit firm. In delivering accurate and reliable financial statements, 
a company would need the services of a Public Accounting Firm. In addition to ensuring the credibility of 
the financial statements, the company will also tend to use the services of Public Accounting Firm is large 
and have a good name. This big public accounting firm is often called the big four. BIG 4 for large Public 
accounting firm 

 and Non BIG 4 for small Public accounting firm.. Auditors including BIG 4 have higher audit quality 
as their focus on name reputation protection. 
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In addition, companies that use the services of KAP BIG 4 tend to be more trusted when compared 
with companies that use the services of KAP Non BIG 4. Category KAP BIG 4. In this study the audit firm 
size uses dummy variables, value 1 if the firm is audited by BIG 4 Auditor and 0 if audited with others 
(Gerayli et al, 2011). 

According Sulistyanto (2008: 48) earnings management is "Efforts of corporate managers to 
intervene or influence the information in the financial statements with the aim to know the stakeholders 
who want to know the performance and condition of the company. According to Subramanyam and Wild 
(2010: 131) "Profit cosmetic management is the result of freedom in accrual accounting applications that 
may occur". Thus, earnings management can be interpreted as an action of earnings management that 
affects reported profits and provide false economic benefits to the company, so that in the long run it will 
be very disturbing and even harm the company. According Sugiri (1998) in Ma'ruf (2006: 17) there are 2 
definitions of earnings management (earnings management) namely: Earnings management in this case is 
only related to the selection of accounting methods. Earnings management in this narrow sense is defined 
as a management behavior to "play" with the discretionary accruals component in determining the 
amount of earnings. 

Broad definition; Earnings management is the actions of managers to increase (decrease) current 
reported profits on a unit in which managers are responsible, without causing an increase (decrease) of 
the unit's long-term economic profitability. 

Earnings management as an intervention with a specific purpose to the company's financial 
reporting process is done by the manager intentionally to gain personal gain. Managers malakukan 
opportunistic actions in the preparation of transactions with the selection of accounting policies to change 
financial statements, thus misleading the owners of the company about the economic performance of the 
company and to influence the results associated with the contract depending on the accounting figures 
reported. 

 
2. Methods  

 
Jenis The type of this research is comparative causal research, that is; research showing the 

direction of the relationship between independent variables and dependent variables, in addition to 
measuring the strength of the relationship (Sangadji and Sopiah, 2010: 22). The object of research which 
become population in this research is manufacturing company which listed in Bursa Efek Indonesia (BEI) 
with period of year 2014-2018. While sampling technique in this research is done by using purposive 
sampling method, that is determination of sample based on suitability of certain characteristic and 
criterion (Erlina, 2008: 75). Based on the characteristics of sampling above, the research samples obtained 
by 30 companies. 

Data analysis method used in this study is multiple linear regression analysis with the help of SPSS 
22.0 program. Previously tested the classical assumptions first. The classical assumption test consisted of 
normality test, multicolinearity test, heteroscedasticity test, and autocorrelation test. The formulas of 
multiple linear regression (multiple linear regresion) are: 

 
Y=a+b1X1+b2X2+b3X3+b4X4+..+bnXn  
Where: 
Y : Dependent Variable 
X .. Xn : Independent Variable 
a : Constant Value 
b1 .. bn : Regression Direction Coefficient 

 
3. Result And Discussion 
 

In general, descriptive statistics of research variables used, indicating that the minimum value of 
managerial ownership of 0.21 and the maximum value of 0.96 from PT. Sekar Laut. The highest 
commissioner value of 0.80 is owned by PT. Unilever, the highest audit committee value is 0.66 is owned 
by many companies, among others, PT. Ades, PT. Mayora and PT. Sari Roti. The highest audit quality score 
of 1 and the last highest profit management value of 4.699. 

Managerial ownership is measured based on the% (percentage) of the outstanding shares owned 
by the management of all outstanding share capital of the company and measured using the ratio scale. 
From the calculation of the proportion of managerial ownership shows the average Managerial Ownership 
in 2014 amounted to 0.71, the year 2015 of 0.69, the year 2016 of 0.71, the year 2017 of 0.69 and the year 
2018 amounted to 0.71. 
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The average development of managerial ownership in 2014 - 2018, can be seen in the following 
figure: 

 
 
 
 
 
 
 
 
 

 
 

Figurre 1. Managerial Ownership Chart Year 2014-2018 
 

Source: Data Processed 2019 
 
The proportion of the board of commissioners is measured based on% (percentage) of the number 

of independent board members of the total number of the company's board of commissioners and is 
measured by the ratio scale. Of the 30 samples used showed the average composition of the board of 
commissioners in 2018 of 0.37, 2017 of 0.36, 2016 by 0.35, the year 2015 of 0.35 and the year 2014 
amounted to 0.37. The average development of the composition of the board of commissioners in 2014- 
2018, can be seen in the picture below. 
 

 
 

Figure 2 . Composition of the Board of Commissioners Chart Year 2014-2018 
 

Source    : Data Processed 2019 
 

The composition of the audit committee is measured using an external audit committee percentage 
indicator of all committee members. Of the 30 samples used indicate the average audit committee in 2018 
of 0.63, 2017 of 0.64, the year 2016 of 0.64, the year 2015 of 0.64 and the year 2014 amounted to 0.63. 
The average development of the composition of the board of commissioners in 2014 - 2018, appears as 
follows: 

 
 

Figure 3 . Composition of the audit committee Chart Year 2014-2018 
 

Source    : Data Processed 2019 
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The better the services of public accountant firm then the better the quality of the financial audit 
report generated. In this study audit quality uses dummy variable, value 1 if the company is audited by 
BIG 4 Auditor and 0 if audited with other. Of the 30 samples used show the average Quality Audit in 2018-
2014 has a constant value at the value of 0.63, only in 2014 decreased the average value to reach the 
figure of 0.56. The average progress of Audit Quality from public accounting firm ize in 2014 - 2018, 
appears as follows: 

 

 
 

Figure 4 : Composition of the audit committee Chart Year 2014-2018 
 

Source    : Data Processed 2019 
 
Earnings management in this research is measured by using De Angelo model formula by using 

formula DAt = (TACt -NDAt) / TAt. Of the 30 samples used show the average Profit Management in 2018 
has a value of 0.165, in 2017 has an average of -0.004, in 2016 has an average of 0.226, the year 2015 has 
an average value of -0.122 and which last year 2014 has an average value of -0.945. The average 
development of Earnings Management in 2014 - 2018, appears 

 

 
 

Figure 5 . Earnings Management Chart Year 2014-2018 
 

Source    : Data Processed 2019 
 

The simultaneous test is conducted to find out whether all independent variables are managerial 
composition, composition of board of commissioners, audit committee and audit quality simultaneously 
have significant effect to earnings management. simultaneous test results (Test F), as follows: 
 
Table 1. Simultaneous test results 

 

ANOVAa 
Model Sum of Squares Df Mean Square F Sig. 
1 Regression 2,669 4 ,667 17,657 ,000a 

Residual 5,479 145 ,038   
Total 8,148 149    

 

Source    : Data Processed 2019 
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Based on the data in table 1 above the test results show the value of Fcount (17.657)> Ftable (2.76) 
and p-value = 0,000 <0.05 means that the independent variables simultaneously have significant effect on 
the dependent variable. So from the results of F test, proven simultaneously there is influence between 
managerial composition, composition of board of commissioner, audit committee composition and audit 
quality of public accounting firm measure to earnings management at manufacturing company. 

 
Table 2. Partial Test Result 
 
 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

T Sig. B Std. Error Beta 
1 (Constant) -,948 ,139  -6,823 ,000 

Managerial 
ownership 

,150 ,074 ,140 2,024 ,015 

Composition of the 
Board of 
Commissioners 

,755 ,173 ,303 4,367 ,000 

Composition of the 
audit committee 

,762 ,199 ,274 3,818 ,000 

Audit Quality from 
public accounting 
firm ize 

,108 ,034 ,231 3,205 ,002 

a. Dependent Variable: Earning Management 
Source : Data Processed 2019 

 
Based on the data in table 2 above, for managerial ownership variable (X1) obtained tcount 

(2.024)> ttable (2.060) and p-value = 0,015 < 0,025 this means managerial ownership (X1) partially 
positive effect on earnings management . This suggests that increasingly, an increase in managerial 
ownership will affect the improvement of earnings management. The variable of composition of board of 
commissioner (X2) obtained by tcount (4,367)> ttable (2.060) and p-value = 0,000 < 0,025, this also 
means the composition of the board of commissioners partially positive effect on earnings management 
which shows that the increasing composition the board of commissioners will influence the improvement 
of earnings management. Audit committee variables (X3) obtained tcount (3,818)> ttable (2.060) and p-
value = 0,000 < 0,025, this also means that the audit committee composition partially positively affects 
earnings management. 

This indicates that the composition of the audit committee will affect the improvement of earnings 
management. The audit quality variable of KAP (X4) size is obtained by tcount (3.205)> ttable (2.060) and 
p-value = 0.002 < 0.025, it also means audit quality of KAP size partially positively affect earnings 
management. This indicates that the increased audit quality of KAP measures will affect the improvement 
of earnings management. 

The results of this test prove that "There is an influence between the managerial composition, the 
composition of the board of commissioners, the audit committee composition and audit quality of the KAP 
measure of partially to earnings management of a manufacturing company listed in the Indonesia Stock 
Exchange year 2014-2018". 

From the Partial Test table in the Standardized Coefficients Beta column can be known that the 
most dominant independent variables affect the dependent variable can be known that variable X2 
(Composition of the Board of Commissioners) with the value of Standardized Coefficients Beta 0.303 
greater than the value of Standardized Coefficients Beta other independent variables. Thus the established 
hypothesis proved that "Variable composition of the board of commissioners that dominant influence on 
earnings management. 

Based on the results of research that has been presented in the form of statistics it is necessary to 
conduct a more in-depth review in order to obtain a more comprehensive picture of this research. The 
result of hypothesis test by using F test and significance level α = 5% indicate independent variable 
(managerial ownership, composition of board of commissioner, audit committee composition and audit 
quality from size of Public Accounting Firm simultaneously have significant effect to earnings 
management at manufacturing company listed in Indonesia Stock Exchange in 2014-2018 where Fhitung 
<Ftabel = (17,657 <2.76) and the significance of the study is greater than 0.05 (0.000> 0.05). 
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With such variables Good Corporate Governance consisting of managerial ownership, composition 
of board of commissioner, audit committee composition, and audit quality from Accountant Firm size can 
give an explanation about the importance of Good Corporate Governance variable to earnings 
management. The results of this study are also in line with the results of Boediono's (2005) research that 
his research shows audit quality, audit committee, managerial ownership, and board composition 
together positively affect earnings management. However, contrary to research conducted by Trijalmalia 
(2011). 

The result of hypothesis testing by using t test and significance level α = 2.5% indicates that 
partially managerial ownership (X1) has significant effect to earnings management at manufacturing 
companies listed in Indonesia Stock Exchange in 2014-2018. Thus, managerial ownership is assumed to 
reduce the level of agency problems that arise in a company because the success of Good Corporate 
Governance is inseparable from the ownership structure. In the variable composition of the board of 
commissioners (X2) obtained the results that partially this variable significantly influence the earnings 
management at manufacturing companies listed on the Indonesia Stock Exchange in 2014-2018. The 
composition of the board of commissioners in the implementation of Good Corporate Governance is the 
most important part because it is responsible for overseeing all management actions in managing the 
company including the possibility of management take profit management action. 

In the composition of audit committee (X3), it is found that partially this variable has significant 
effect to earnings management at manufacturing company listed in Indonesia Stock Exchange in 2014-
2018. The audit committee has a very important and strategic role in maintaining the credibility of the 
financial reporting process so that control of the company will be better and the agency conflict that 
occurs due to management's desire to improve its own welfare can be minimized. In audit quality variable 
from Public Accounting Firm (X4) size, it is found that partially this variable also has significant effect to 
earnings management at manufacturing company listed in Indonesia Stock Exchange in 2014-2018. This 
may explain that the audit quality of the public accounting firm measure acts as an effective profit 
management deterrent, since the reputation of management will be destroyed and the firm's value will 
drop if this false reporting is detected and revealed. It can be explained that any Good Corporate 
Governance variables are expected to work to suppress or minimize earnings management practices. 

The result of this research is also in line with Setiawan's research result (2007) which shows that 
individually audit committee, audit quality, managerial ownership, composition of board of commissioner 
have positive effect to earnings management. 

From the dominant test results, this study shows that the composition of the board of 
commissioners most influential partially or the most dominant to earnings management in manufacturing 
companies listed on the Indonesia Stock Exchange in 2014-2018. The higher the quality of the board of 
commissioners, the lower the amount of earnings management. The results of this study in accordance 
with research Setyawan (2009) and Pratiwi (2015) which shows the composition of the board of 
commissioners most dominant influence on earnings management. But these results contradict the results 
of research by Hendra J (2018: 7) which shows that company size has a dominant effect on earnings 
management. 
 
4. Conclussion 

 
Based on the research results can be drawn some conclusions as follows: 1) Simultaneously 

Managerial Ownership, Composition of Board of Commissioners, Composition of Audit Committee and 
Audit Quality of KAP Size affect on Profit Management. 2) Partially Managerial Ownership, Composition of 
Board of Commissioners, Composition of Audit Committee, and Audit Quality of KAP Size have positive 
effect on Profit Management. 3) Variable composition of board of commissioner has the most dominant 
influence to earnings management as indicated by value of Standardized efficients Beta greater than 
Standardized Coefficients Beta value of other independent variable. 4) In this study indicates that there 
are still many companies whose board of commissioners concurrently more than one position. 
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