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ABSTRACT:  This study aimed to provide empirical evidence §
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manufacturing companies. This research was a g of listed 0
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method was purposive sampling of 125 Indonesian firms. Multiple
linear was used as a tool to perform data Results showed that the com

ition of the board of commissioners has a on carnings management. Other
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for these agents (Jensen & Meckling, 1976).

WORLMManMLTkM
1 Indonesia and Malaysia has increased from time to time, but
Mhau:huuolm 10 compete with that of the other ASEAN countries. Indonesia
and Malaysia share natural and human resources and their economic development
policies are relat is led 10 the researchers’ interest n testing the mechanism of good cor-

managerial
size of the audit committee.
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2 LITERATURE REVIEW

21 Conditional revenue model

The conditional revenue model was introduced by Stubben (2010) on the basis of dissatisfac-
uon with accrual models that are commonly used today, such as modified Jones models that
use the basis of total accruals and the real mcome derived from the difference between changes
in income and changes in sccounts receivable.

The conditional revenue model is based on discretionary revenue. which is the difference
between actual changes in accounts receivable and prediction changes in accounts receivable
based on the model. Accounts that are not normal, high or low, indicate the existence of rev-
enue management (Stubben, 2010). Therefore, Stubben (2010) made an esty that gave
a coefficient of mcome for the company's credit policy. Thefolm formula for the
conditional revenue model: %

AAR.=-x¢5,AR.+$,AR.xSlZE.+ﬂ,xAR~xA§WuAGW«-+B,AR.

« GRRP, + BAR, » GRR.N, + AR, » GRMy ~ « GRM.SQ, + &,
e -

AR = accounts receivable at year-end .
Rit = revenue year-n : N
SIZE = nutural log of the total asset at year. e
AGE = firm age (years) 0,'

ou_r=wwmmu growth (= 0 if negative)

uve on carnings
(2013) looked at the

hehvnotol‘m:ll?umh companies. The role of active oversight provided by
around mergers and *
HI: Insttutional T carnings management in Indonesia and Malaysia.
b

23 Mmhlwﬁp’ and varnings pumagement

Managerial ownership is an oversight wol for managers’ performance that is internal, so as
1o reduce agency problems. Research conducted by Ahsan and Hatyan (2012) shows that
managerial ownership has a positive effect on controlling the company. The research con-
ducted by Ismalia and Lina (2015) provided empirical evidence regarding the effect of cor-
porate governance mechuuuns on carnings management. The corporate governance
mechanism in this study is proxied by the concentration of ownership. The results of this
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study indicate that the composition of the board of commissioners has a significant negative
effect on carnings management.
H2: Managerial ownership influences earmings management in Indonesia and Malaysia.

24 Board of commissioner’s composition wd earnings management

FCGI 2001) stated that the board of commissioners plays a very important role i the com-
pany. apulymlbm*uuhlmofpodmbmﬁbwddm
stoners’ responsibilities is stated n the General Gudelines for Good Corporate Governance in
IM(KNKG 2006) as a corporate organ that is collectrvely responsible for supervising
andptwﬂqldvnewmudm&ﬂlhmw corporate
governance. Then the responsibility for supervising the quality of the contained m
financial statements lies with the board of commissioners. Rescarch by Jamaludin
et al (2015) examined the relationship between corporate ! I
structure and carmngs management. The results provided si
between the composition of the board of directors and
H3: The composition of the board of commissioners earning management m
Indonesia and Malaysia.

2.5 Audit committee and carnings management ‘J
qumnu.umuquorw.hmwdmua.
ernance is to ensure that the company has i i pplicat
laws and regulations, conducted its i

sbndmﬁasofmmlndhnd

This wiis 4 quantitative study f

the Indonesia and Malaysia stock

mlhunndyuhglhepupodve

the following criteria: “y

1. Manufactunng mudélhmumwﬂm“ww
fmmlﬂonl‘l

2. Manufacturing on the Indonesian and Malaysian stock exchanges and have
published their annual financial statements in a row.

3. Manufactunng on the Indonesian and Malaysian stock exchanges that have

completed data on nstitutional ownership concentration, manageral ownership. board
composition, and the size of the audit commutiee.

Mdﬂnmwn—g-&q‘ch-rwmlmmm

had passed the testing of classical assumptions. A r-test was used 10 test the comparative
nm(mmuwwrumwwmmhau
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not there are differences in the averages of the two groups that are not related to each other.
An independent sample /-test m this study was used to test the significant differences in the
means of two unrelated sample groups, namely camings management in Indonesia and
Malaysia.

4 RESULTS AND DISCUSSION

4.1 The effects of good corporate governance mechanism on carnings management

The results showed that the value of & is 0.063. It can be concluded that 6.30% of camings
management varmbles can be explamed by the variables of mstitutional ownership. managerial
ownership, independent commissioners, and the swze of the audit The remaining
9370‘4.unﬂlcnocdbyothm“md-&kmnhmﬁ.'{hf' test basic-
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results of the statistical -test. it Was oBserved that the institutional share of own-
] practices in both Indonesian com-
of this study are in line with the results of the
that the composition of institutional share owner-

ship act carnings ¢ actions. In a study conducted by Lassoued
et al, (2017), it was explamned tional share ownership could not monitor effectively
to reduce carnings 1ent. This is because institutional investors tend to prioritize cur-
rent income rather than income. In addition, institutional investors are passive
nvestors, and when whose shares they own underperform, they can quickly with-
dnwotdlha:ﬁnﬁndmhhndﬁmdmmwmmm
ment in order to show.good performance,

4.3 Effects of managerial ownership on earnings management in fndonesia and Malaysia

Based on the results of the statistical r-test, it was observed that the managenial share of own-
ership did not affect the decline in carnings management practices in both Indonesian com-
panics and in Malaysian companies. This is in line with the results of Ismalia and Lina (2015),
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who found a positive relationship between managenal ownership and carnings management,
and this means that the higher the level of share ownership by the management, the higher the
level of possibility of the practice of earnings management. These results are certainly not in
line with the principles of the application of corporate governance, where company managers
must be able to account for their performance transpareatly and fairly. From the results of
the foregoing testing and description. it can be concluded that the composition of managerial
share ownership cannot be used as a monitoring tool to reduce the level of possibility of earn-
ings management carnied out by company management.

4.4 Effects of composition of the board of commissioners on earnings management i Indonesia
and Malaysia &

The composition of the board of commissioners in this study has a ¢ coelficient of
0.021. whﬂmulhnlhcommonkeom is case. independent com-
missioners, has a negative influence on eamings manage p oo 1
the composition of the board of commissioners has a negative mfluenc camings manage-
ment in Indonesia and Malaysia, and this is in line with the fest dmtvyhmlnd'-
et al. (2015) that shows that the composition of the board of gomma
effect on eamnings management. This is in line with 3
Mdmmphyndavayimw ) especially in the imple-
mentation of good corporale governance. be of.
the board of commissioners can be a in the mechanism of good
governance 1o suppress the practice of carnings linlnduu‘andlhh)a)

N
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Based on the results of the test. it was observed that the size of the Budit commitice
did not affect the dechine m ea wmh . companics and in
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of audit committees.
m-mmmw the audit committee mandated

wmm appoint or 1o mcrease the number
only to fulfill the indicated nlhuheﬁnﬂmoﬂhen&
loenfowe.wdeotpoutepv«ln* carried out effectively.
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o
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passive investors, and ies whose shares they own underperform, they can quickly
withdraw or sell their sh.

Second. X ip does not affect the decline in carnings management practices
in Indonesia and ysia. A conflict of interest or agency problem cannot be overcome
when the company’s shares are also owned by managers. This 15 beciuse managers have divi-
dend mterests that will be obtained from share ownership in the company.

Mtheeomof&cbovddmmwemummp
management practices in Indonesia and Malaysin. Independent commissioners can be
a control tool n the mechanism of good corporate governance 1o suppress the practice of
carnings management where the bourd of commissioners s at the core of corporate
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governance that i tasked with ensuring the implementation of the company's strategy, over-
w‘wmmemy.ndmwy
Fomh the size of the audit commitiee has no effect on decreasing earnings management
mhwmmmmsmmmmwm.m
and or increase the number of audit committees only to fulfill the indicated regulations so that
the function of the audit committee to enforce good corporate governance is not carned out
effectively.
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