ABSTRACT

The purpose of this research is to examine the relationship between corporate governance mechanism and earnings quality, earnings quality and value of the firm, corporate governance mechanism and value of the firm.This research is a replication research from Siallagan and Machfoedz’s research (2006). The difference of this research with those research is the variable. This research use institutional ownership. The corporate governance mechanism which intended in this research is institutional ownership, managerial ownership and board of independent commisissioner. This research also use the control variables, they are size and leverage. The earnings quality is measured by absolute value of discretionarry accrual, reflected to Rajgofal’s research et al. (1999) in Midiastuty and Machfoedz’s (2003), and the value of the firm is measured by Tobins’q, reflected to Siallagan and Machfoedz’s research (2006).


 This research took sample from 35 companies in the manufacturing sector at the Indonesian Stock Exchange, which were published financial report from 2005-2007. The reason to use manufacturer company because the person and the data is enough. The analysis method used is multiple regression analysis.

The results of this research show that (1) Simultaneously, corporate governance mechanism have significant influence on 0,37 to earnings quality, so H4 is accepted. (2) Individually, only board of independent commisissioner which have positive significant influence on 0,11 to earnings quality, on the other hand institutional ownership and managerial ownership didn’t have significant influence to earnings quality, so H3 is accepted. (3) Simultaneously, corporate governance mechanism and earnings quality have significant influence on 0,54 to value of the firm, so H9 is accepted.(4) Individually, only board of independent commisissioner which have positive significant influence on 0,037 to value of the firm, on the other hand institutional ownership, managerial ownership and earnings quality didn’t have significant influence to earnings quality, so H8 is accepted. The result of this research shows on independency from board of independent commisissioner, so they could do an effective monitoring to management performance.
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