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ABSTRACT: Ths study exammed the mechanism of good corporate governance on cam-
ngs quahty. Good corporate governance is measured by the proportion of mdependent com-
nussioners. the proporton of audit committees, the proportion d:;hc board of directors, and
audn quality, Discretionary Accruals (DACC) 1s a proxy ror.mm;s quahty. The population

of this study s Top 50 and Top 30 in the 2015 ASEAN s Scorccard Asscssment and
reports of fimancial sectors published from 2014 to »'We used a purposive sampling -
method and obtained sample data of 32 companics. ‘Bn method of analysis used is multiple «
hnear regression. Results showed that the propo the audit committee and the propos-
tion of the board of directors mfluence the q carnings, while the proportion of glle—
pendent commissioners and audit quality do not affect the quality of camings.

I INTRODUCTION

Corporate Governance (CG)'s assessment  for Assoctation of Southeast Asian
(ASMV)wmtmﬁmhlﬂawmmfmtkMym With the phe-
nmmonofmnmﬂncgmomwd.numedmmmmﬂlkammmugm
tice of earnings management in companies going public in ASEAN, ies. The

lhnmrpumegowﬂm-munlmmmwt)mdwﬂmmmlﬂtmlm
and motivation of managers in carrying out the company’s operational performance. Therefore.

u;eemsmufwugmrwmlemummmnmm) are expected 1o affect the relauonship
between 3 t and carmings quality (Chtpurou, 2001). There are four corporate
governance nisms that are used in this study 1o avércome agency problems: the audit com-
nuttee. independent board of directors. audit quality, and the size of the board of directors.

Previdus rescarch showed inconsistencies i’ résults, which can be due to differences in

arch samples. vears of research, and édonomic conditions. Therefore, the motivation of
this research was to conduct further res on carnings quality. which 1s expected to provide
an explanation for the inconsistencies iff the results.

Another difference between this Study and previous research is seen in the scope of the
study. Previous studies were carned out in companies within a country, whereas we conducted
a cross-country study in ASBAN ¢ namely Indonesia, Malaysia, Singapore. Philip-
pines. Vietnam, and Thailand. which contributes to the development of this field, especially in
countrics that are related to these. In practice, this ficld can be used as a consideration by
stakeholders in making investment decisions. especially in assessing earnings quality. Based on
the foregoing explanation, this rescarch focused on the guality of camings between the coun-
tries studied and analysis related to other aspects.
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2 LITERATURE REVIEW

Corporate governance is a st of rules that regulate the relanonships among sharcholders,
company managers. creditors. government. employees, and other internal and external stake-
holders related 1o their nghts and obligatuions. or m other words. a system that regulates and
controls the company (FCGI., 2001).

2.1 Proportion of independen: commissioners

From the perspective of agency theory, the board of commussioners or internal management
organizations can help align roles and managers (Jensen, 1993). and the external directors
would be more effective in monitoring whale also giving more expert knowledge and added
value to the company (Jensen & Meckling, 1976). This is supported by the rch of Herma-
lin et al. (1991) and Boone ¢t al. (2007), which stated that external directors who are more
effective in monitoring are also a means to disapline managers who carry out opportunistic
behavior in pursuit of their own interests so that such managers’ excesses can be reduced. This
is reinforced by the research conductied by Chiourou et al. (2001). Anderson et al. (2003), Boe-
diono (2005), Swallagan and Macfoedz (2006), Oktapiyani ( and Nadirsyah et al. (2015),
which stated that the board of commussioners proved 10 | o quality to carmings quality.
Based on these studies. the following hypothesis is pr .
H1: A proportion of independent commissioners afTee armnp qualhty.

22 Proportion of the awdil committee

The audit commitiee is 3 mononng that is voluntanly formed in a high agency cost
situation 1o mprove the quahty of inf¢ between the principal and the ageiit (Hadi &
Sabent. 2002). Therefore. mapnwﬁnmuuildndogmlnmw;ﬂor-
mation based on the effectiveness of the audit commitiee’s performance. conducted by
Wedan (2004). Hermawan and vo (2003). Siallagan and Macfoedz ). Nasution and
Setiawan (2007), Okuapryani (009), Ismail et al. (2010). Susanti et al. (2010), andSe!nns (2013).
stated that there was an inflodcte of the audit committee on the qualiey of camings. They con-
dulalmlhanuhalhphrwndummooddmm&mm
the financial reporung process. The second hypothesis is:
H2 Aproponmonhenumcommeuﬂemmmhy

23 Prwrlﬁdnfrhelnmrduf.ﬁm:mv ;/

A larger #t of the board of directors can rdmﬁdl’aum of supervision because com-
mMnM coordination and the ability of the board to control management can lead to
agency problems (Jensen, 1993). This is supported by the research conducted by Oktapiyani
(2009) and Annisa and Kurniasih {2012).segarding the influence of the board of directors on
carnings quality. Based on these studics, the following hypothesis is proposed:

H3. The board of directors affectycamings quality.

24 Audit quality

Audiung can reduce information asymmetry between managers and stakeholders of the com-
pany by allowing ottsiders 1o check the vahdity of financial stalements and increasing the
credibility of information 10 support good corporate governance with the principle of trans-
parency (Jensen. 1993) This s supported by the research conducted by Becker et al (199%).
Francis et al. (2001). Krishnan et al. (2003). Herni and Susanto (2008). and Guna and Hera-
wialy (2010) regarding the effects of audit quality on carmngs quality. Based on the findings of

these previous studies, the following hypothesis is proposed:
H4. Audit quality affects carmngs quality.
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3 METHOD

The population m this study compnsed all companies in six ASEAN countnes (Indonesia,
Singapore. Malaysia. Thailand, Philippines. and Vietnam), which became the Top 50 and Top
30 tn the 2015 ASEAN CG's Scorecard assessment ol nonfinancial sectors. The sample selec-
ton in this study was conducted using a purposive samphing techmque. which s a method of
determmng or sampling with certain considerations (Sugsyono. 2011). Based on the table
above, because rescarchers used purposive sampling in this study. much of data in this study
were 32 companies multuplied by the time senes from 2014 to 2017, so that the total data con-
sisted of 128 observation data components. This research will explain the effects of Good Cor-
porate  Governance Mechanism (Proportion of Independ Commiss s.  Audit
Commuttee Proportion, Proportion of Board of Directors, and Audit Quality) on eamings
quality as the dependent vanables and Debt Level. Sales Growth, and ystem as control
varables. The data were analyzed with descriptive analysis 10 describe charactenstics
of the varnables studied. The verification analysis for hypothesis testung of this rescarch was
the test of goodness of fit (SPSS).

v

4 RESULTS AND DISCUSSION F

The first hypothesis (H1) proposed in this study sta the independent hoard of directons,’
influences the quality of camings. Afler testing, | of the independent board of
commissioners showed a significance probability of 0.322, which was greater tham the

speafied significance value of 0.05 (0,322 > 0.05). So it can be concluded that the -Mmcknl

board of directors does not affect the quality of camings. The results of this study gre consist-
ent with the results of previous studies By Muid (2009) and Indrawati and Yulani 12010),
which stated that a proportion oru independent board of commussioners bas no effect on
profit quabty. The second b H.)p(uw-dmlhamnlymtuﬂql&amhumm
tee influences the quality of . After testing, the results showed that the significance
probabulity value of 0.007 nqnulu than the significant value that hasscen determined at 0.05
(0.007 < 0.05). It can therefare be concluded that the audit committet influences the quality of
camings. The third hy {H3) proposed in this study statés thal the board of directors
influences awqm testing. the board of dircctgrvdhowed a significance probabil-
ity nh:dOOQ.MwunmlhlhmlhnpﬁWhlh(nucktamimdao.ﬂs
10.049 < 0.05). It gan therefore be concluded that the bodrd of directors has an effect on carn-
ings quality. The fourth hypothesis (H4) proposed in (his study states that audit quality influ-
ences eamings quuhity. After lesting. the audit o showed a significance probability value
of 0.148, which is greater than the significant vajug that was determined at 0.05 (0.148 > 0.05).
It can ore be concluded that audit quality does not affect carnings quality.

$ CONCLUSION 2
Based on the results of data analysis and discussion on the effects of good corporate govern-
ance mechanism on earings gliality with variables of control by debt levels, sales growth, and
legal system (study across ASEAN countries), the results showed that a proportion of the audit
committees and 3 propartion of the board of directors affect the quality of earnings in ASEAN
countries, whike a proportion of independent commissioners and audit quality does not.
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