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PREFACE

The International Conference on EntrepreneurshipBusiness Management (ICEBM) is a conference that
aims to facilitate the exchange of best practicésrination and knowledge dissemination in the fiefd
entrepreneurship, business, and management. ThHBMGE organized by Tarumanagara University and
collaborating universities as well as related togons. The conference provides the forum for aasi
groups of professionals including practitionersseaachers, academicians, practitioners, government
officials, individuals in society, and graduatesfgyaduate students.

Following the success of the Fourth ICEBM that \wekl in Bangkok, this year the Fifth ICEBM is hahd

Tainan in collaboration with Kun Shan Universityip@ra University, Udayana University, Kristen Kaid
Wacana University and Trisakti School of Managemefhe main theme of the Fifth ICEBM is
“Entrepreneurship and Management in Turbulent Gl&p&ironment: From Start-Up to Global Business”.

The turbulent global environmental forces are camtyg presenting new opportunities and threats.
Entrepreneurs and managers are increasingly takigipbal view of the company’s market opportunities
and competitions. Mark Zuckerberg, Founder of Faokb embraced change, created new solutions to
unmet needs and managed to shape the incrediletrgoowth from start-up to global giant. A primary
feature of the conference is to consider the dyosmf entrepreneurship and management in the dooftex
globalization. This posits challenges toward pssienals and entrepreneurs in finding ways to izgahe
business development in the turbulent global envirent.

In this Fifth ICEBM 2016, there were 126 abstraetseived from the participants and 84 full papeesen
reviewed by ICEBM Scientific Committee. This comie& comprises of 46 reviewers from 13 different
institutions and 7 countries. The 84 full paperseneceived from 45 different institusions that earfinom 9
different countries: Brazil, China, Ethiopia, Indiadonesia, Malaysia, Philippines, Sweden, and/da A
total of 75 out of 84 papers have been acceptexiieRing process in this year is similar to lasiryehere
we applied a double blind peer-review process anensfic committee reviewed not just the abstracts
received but also the full papers. These papetsead diverse areas of application in entreprehguesd
business management. Starting from the field obaicttng and finance, economics, marketing, ancbsi f
through addressing a wide variety of theoretical mrethodological approach.

This year papers that have been published to thk bbproceedings will be further evaluated for gibke
submission to the special issue of Asia Pacific Mmment Review (APMR) and ASEAN Marketing
Journal (AMJ). We hope that this book of procegdioould promote and stimulate further the discusef
practitioners and academics especially on busicleasfenges and threats in turbulent global enviremm

Finally, we would also like to thank all the cobtrting authors for their valuable work in suppagtithe
success of the Fifth ICEBM. Thank you very muchyfour contribution.

Conference Chair

Dr Keni
Prof. Chin-Chiuan Lin
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OPENING SPEECH FROM THE RECTOR OF TARUMANAGARA UNIV ERSITY

Distinguished guests, ladies and gentlemen:

| am pleased to have the opportunity of addressimg important conference, widely known as the
International Conference on Entrepreneurship ansir®gs Management (ICEBM for short). After itstfirs
successful arrangement in Jakarta, followed by, Banang, and Bangkok, this year's conference inaha
Taiwan, commemorates the fifth anniversary of theng and | am immensely grateful for having fouod
date the Conference a continued success.

The purpose of the seminar actually is to provideram that facilitates the exchange of knowledgd a
experience of both practitioners and academicsnirepreneurship, business, and management. Heye the
can mutually share their findings. | would likeftother remind all of us about the importance @ trrent
Seminar, considering the chosen topic “Entreprestepr and Management in Turbulent Global
Environment: from Start-Up to Global Business.” iBaBly the term start-up is still quite debated eTUS
Small Business Administration describes start-up dsusiness that is typically technology oriensedi has
high growth potential.” It is considered that th&lyoessential aspect of start-up is growth! Becanfsihis
“growth potential,” a start-up is able to provide goods and services to a wider or larger madetthis
happens, a start-up has no other choice but explorainknown area or uses an innovative businedslmo
trying to disrupt existing markets. This enablestart-up to enter a global business. From statbuglobal
business; one can imagine how difficult or turbtlsnwhen a start-up involves globally or crossesor
transactions of resources between two or many matibor this reason, this Seminar actually is oet |
important but is even necessary in particular fmrseé who try to understand and anticipate any blessi
threats and opportunities, which come along withrtipid change in the global environment.

Distinguished guests, ladies, and gentlemen:

| would like to conclude with the following notdsirstly, while we organize the event co-hostinghkun
Shan University, this year’s conference becomesiapfor the support of 4 other universities: Unsitas
Udayana, Universitas Kristen Krida Wacana, Ciputhaiversity, and Trisakti School of Management
(TSM). They provide assistance in the preparatiod execution, leading this event to a success. | am
thankful for their kind contribution. Secondly, otiranks also go to Kun Shan University for its usino
support and wonderful cooperation. | sincerely ke Faculty of Economics of Tarumanagara Uniwgrsi
in particular the organizing committee for theirdivavork and dedication, making this important coafee
successfully possible. Finally, | would like to exps my gratitude for the presence of distinguispeEakers
and a number of active participants from severahties. | wish you all a productive and fruitfdrsinar.
Thank you.

Prof. Dr. Agustinus Purna Irawan
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OPENING SPEECH FROM THE PRESIDENT OF KUN SHAN UNIVE RSITY

First of all, it is an honor and a pleasure to htild International Conference on Entrepreneurshiph a
Business Management (The Fifth ICEBM 2016). | atadf of Kun Shan University to interact with all of
you distinguished scholars and business elitdsistarvelous conference.

In 2016, the government of R.O.C. (Taiwan) propoaethew southward policy” not only to revive the
foundation of the“go south”policy, but also to lsliew social and educational ties. Specificallg, pllicy
focusing on strengthening relations between Taiarah South and Southeast Asian nations would bapset
The policy would not be confined to trade and invesnt but would also include people-to-people,uralt
educational, research and other types of exchafgdes.policy shows commitment to make Taiwan more
ASEAN-oriented. Clearly, more business knowledge amderstanding of South and Southeast Asian
countries is necessary to Taiwanese researcherbuaimess men/women. Therefore, it is an honorogi h
the Conference working together with the excellgartners of Universities in ASEAN. | look forwarket
Conference would become the best forum to shareAhBielated knowledge. After the Conference, |
sincerely hope that KSU will build a best acadeanid Business partners with the Tarumanagara Uiitivers
(UNTAR).

Finally, | highly recommend that please take theakrto explore this amazing city of Tainan. Enjbg t
Conference and take advantage of the opportuititdters.

Prof. Yan-Kuin Su
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THE EFFECT OF AUDIT COMMITTEE AND QUALITY OF AUDITO RS
ON EARNINGS MANAGEMENT (STUDIES ON SOME MANUFACTURI NG
COMPANIES OF CONSUMER GOODS, LISTED IN THE INDONESI A STOCK
EXCHANGE 2012-2014)

Michelle Kristian

Universitas Tarumanagara

Abstract

The objective of this research is to examine thecebf Audit Committee and Auditor Quality on éags management.
Auditor quality was also measured by dummy variasdolel earnings management was measured by discaggion
accruals with modified Jones model.

The samples in this study are tvanufacturing companies of consumer gothdg were listed in the Indonesia Stock
Exchange for the year 2012-2014. The samples nsthidy were determined based on purposive samibaiz used

in this study were secondary data such as annymdrnts from the Indonesia Stock Exchange.

The results from this study are (1) Audit Committae negative effect on earnings management (djaugliality has
positive effect on earnings management (3) auditrodtee and auditor have positive effect on earmimgnagement.

Keywords: Audit Committee, Auditor Quality, Earnings Managent

Earnings management is an activity to increaseoolower the earnings reported by the managemertowit
resulting in an increase or decrease in the long-terobability. According to Iguna and Herath (2DXarnings
management is one way to do management in the sgadereparing financial statements that may affex level of
profit that is presented in the audit report. T@vyant any harm, the Company’'s Management must lgaes
managerial skills.

Managerial process is a characteristic that isctoedance with the norms and ethics in a compamgndgerial
skills can help a company if they are applied priypby all employees in the company, especiallythy manager.
According to Purwanti (2010),an expert managerihgligence, experience, and high education. Tlaeseactors in
determining the skills of a manager. Capable Marsagee capable of managing the company's perforenaaig/ well
and can appropriately makedecisions on the compagrations to optimize profits without violatiogrporate ethics,
so as to minimize the possibility of earning mamaget. Every decision will affect the condition dketcompany and
will reflect the manager’s level of skills.

Beside applying managerial skills, managers alsedrte have good corporate governance mechanisras g0
reduce the likelihood of earnings management. Cinilneo steps in the mechanism of good corporate mavee is
having an Audit Committee. The audit committeerisradependent committee formed by the board of cmsioners
to conduct supervison over the company's improverfiopmance. The task of the audit committee is exeng the
accounting policies adopted by the company, assgasiernal control, and examining the system démal reporting
and regulatory compliance (Kusumaningtyas, 2012)e €xistence of audit committee is helpful in impng the
quality of the reports, increasing the effectivenesinternal and external audits, providing justior stakeholders, and
disclosing information by the Management (EffendidaDaljono, 2013). By this, the occurence of eaggin
management within the company can be prevented.

Agency theorys used to understand the relationships betweentagand principals. Thagent represents the
principal in a particular business transaction an@xpected to represent the best interests optimeipal without
regard for self-interest. Agency theory is partlod bigger topic of corporate governance. It imeslthe problem of
directors in controlling a company whilst shareleofdown the company. In the past, a problem wattifi whereby
the directors might not act in the shareholderotber stakeholders) best interests.

According to the Indonesia Financial Services Adtlgnamely OJK (Otoritas Jasa Keuangan) (on KEP-6BR /
2012), Audit Committee has the following duties:

a. Accessing documents, data, and information atteutssuer’s or the Public Company’s employeesdsu assets
and resources.

b. Communicating directly with employees, includiigectors and parties that perform the functiomtérnal audit,
risk management, and accounting related tasksesmbnsibilities.

c. Involving independent outside members of theit@dmmittee to help the performance of its duiesequired).
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d. Performing other powers granted by the Boar@ahmissioners.
Reporting by the audit committee (OJK on KEP-683./ 2012):
a. The Audit Committee shall make a report to tharfd of Commissioners on each given assignment.

b. The Audit Committee shall make an annual repbthe activities of the Audit Committee disclosadhe Annual
Report of the Public Company.

c. The Issuer or the Public Company must submitéoOJK the information on the appointment and @isat of the
Audit Committee in the maximum period of 2 (two)siness days after the appointment or dismissal.

d. Information on the appointment and dismissatnrefd at part ¢ shall be published in the page $it&bexchanges
and / or page (website) of the Issuer or the Pulbimpany

Moreover, improving the quality of financial statents also requires good quality auditors to exarttieeinancial
statements issued by the management. The auditdeépendence can result in good audit and can tdike@resence
or absence of earnings management behavior of dhngpany's financial statements. Especially if suictarfcial
statements are audited by an auditor from the dnig &ccounting firms. The advantage derived froenkily four KAP
auditors compared to the non-big four is a quaditiditor. This is because the big four accountimmgi provide
training, procedures and audit programs more effelgtand efficiently which can assist the auditarsmproving the
quality of work to become maximum and qualified.

Based on the problem that has been disclosed ati@vé&rmulation of the research problems are bevis:

1. Does the audit committee have positive or negatffect on earnings management?

2. Does the quality of the auditor's have positive@gative effect on earnings management?

3. Do the audit committee and auditor qualitysimul@rghave positive or negative effect on earnings
management?

According to IAS 1 (2013) the objectives of finaaicstatements are:

1. to provide information about the financial positidimancial performance, and cash flows of an gritiat is
useful for the majority of reports’ users in makiegpnomic decisions.
2. to show the results of management accountabilitysing the resources entrusted to them.

Earnings Management
According to Utami and Syafruddin (2013), the digifam of earnings management contains severalaspect
1. Intervention earnings management on financi@méng can be done with the use of judgment.
2. Interest earnings management can mislead tkehsilers about the economic performance of conggani

The Audit Committee

The audit committee, according to the OJK on KEB/B#/2012, is a committee established by and resiptanto
the Board of Commissioners in helping carry outdiiées and functions of the Board of Commissiong&ige Audit
Committee consists of at least three (3) memberdiean Independent Commissioner and two other raesnibpom
parties outside the issuer or the public company.

The purpose of the existence of an audit commitisestated by Guna and Herath (2010), is to proag$erance
that the financial statements issued by the compaaryagement are in accordance with accountingiptas; that the
company's internal controls are adequate, to moaitd follow up possible material deviations in fledds of finance,
to provide recommendations in deciding an exteanditor to audit the company.

The audit committee of a company is likely to pravihe occurrence of earnings management. Accordirthe
study by Joseph (2010), the background in accogrdaimd finance owned by The Audit Committee haveSoamt
effect on earnings management. From the researdPaldynujdi and Trihartati (2010), the backgroundaefounting
and Finance of the audit committees does not higwnéfisant effect on the level of earnings managem@according to
research results by Herath (2012), the audit cotaehas no effect on earnings management. Accotditite research
by Kusumaningtyas (2012), the audit committee hsigmificant effect on earnings management. Theothgsis in this
study is:

Hal: The audit committee has positive effect on eaings management.

Quality Auditor

Quality auditor is an auditor's ability to deteadareport material errors in the financial statetseiherefore, the
quality of auditors is an important thing to be sidlered by the company in the process of audifiing. purpose of an
audit is to examine and gain the confidence ofdbmpany's financial statements that are auditébeifdata in the
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company's operations are in accordance with therizriof the company or its audit findings contalitieerein. (Adrian,
2014):

An auditor has an important role in determining thelity of the financial statements to determineether the
performance of the Company is good or poor.HigHiuaudits can be seen from the large size ofktA®. Earnings
management that occurs in companies audited byaasidiom the big four KAPs are lower than thosenfrnon-big
four KAPs (Meutia, 2004) in (Wiryadi and Sebrin®13). According to Effendi and Daljono (2013) aodit working
in Big Four KAPs are considered of higher qualigcause the auditors are supplied with a seriesaafing and
procedures and have the audit program that is deresi to be more accurate and effective. Qualitlitau has a
significant negative effect on earnings manageniéma. hypothesis in this study is:

Ha2: Quality auditorhas positive effect on earningsnanagement.

The Audit Committee and Quality Auditor have simultaneous effect on earnings management.

Utami and Syafruddin research results (2013) dtetethe auditor's managerial skills and qualiesultaneously
affect the earnings management. Research resulsljgno Effendi (2013) show that good corporateegoance and
quality of auditors have a simultaneous effect amimgs management. According to the research bydkéai and
Joseph (2010) the audit committee has a positfeetedn earnings management. Then the hypothesssistudy is:
Ha3: the audit committee and auditor quality simultaneously have positive effect on earnings managenten
Data collection technique

The data used in this research are secondary datandrom companies listed in the Indonesia Stox&Hange in
2012-2014. Data used in this research are finastéments and annual reports of some manufagtadmpanies of
consumer goods in the year 2012-2014 which have dedited by an independent auditor. Secondaryidatas study
were obtained frorwww.idx.com

Sampling technique
The criteria used for selecting the sample in shisly are:
1. The manufacturing companies were listed in the hed@a Stock Exchange during the period 2012-2014.
2. The manufacturing companies of consumer goods pabkshed the complete financial reports.
3. The manufacturing companies have data audit comenitt
4. The manufacturing companies enclose informatioruatie audit firm size.

DISCUSSION AND ANALYSIS

Individual Parameter Significance Test (t test)
Individual Parameter Significance Test (t test)

Coefficients
Unstandardized
Unstandardized Coefficientg Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) .073 .070 1.051 .300
Audit Committee -.039 .034 -.168 -1.154 .25¢
Quality of auditor -.065 .024 -.431 -2.66p 110

a. Dependent Variable: Earning Management
EMit=0.073 -0.039 Committe Alit —0.065 Quality of Audit

Based on the results of the above table it carebr that the regression coefficient for the aualihimittee amounts
to -0.039. The coefficient is negative, indicatmglifferent relationship between the audit comraeiti@d the direction
of earnings management so that every increaseaofit committee will reduce earnings managemen®.689. Any
increase in audit committee shows good performasfcéhe company, thus reducing the likelihood of nags
management in companies. Statistic t test is d54lwith a significance level of 0.256 or greateart 0.05. These
results indicate that Hal is rejected, which metnas the audit committee has no significant (negatieffect on
earnings management. The results of this studyasupipe research by Guna and Herath (2012) whiatestthat the
audit committee has no effect on earnings manageni@e results of this study contradict the rededrg Ward and
Joseph (2010) which states that with a backgrooratcounting and finance audit committee has aipesignificant
effect on earnings management.
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Based on the results of the above table it carebe the regression coefficient for the quality editors amounts to
-0.065. The coefficient is negative, indicatingitiedent relationship between the quality of audstand the direction
of earnings management so that every increasequfality auditor will reduce earnings managemenO65. Any
increase in the quality of auditors shows thera ibetter audit quality, thus reducing the likelidoof earnings
management in companies. Statsistic t test is.@6e2with a significance level of 0.011 or lesstl@e05. These results
indicate that Ha2 is accepted, which means theitguaf auditor has a positive significant effect @arnings
management. The results of this study supporteébearch by Daljono and Effendi (2013) which stétes the quality
of the auditor has a significant negative effeceamings management.

ANOVA-»
Sum of Mean
Model Square df Square F Sig.
1
Regression .048 3 0.16 3.254 .032
Residual .205 38 .005
Total .253 41

a. Predictors: (Constant) Quality of auditor, Aud@mmittee
b. Dependent Variable: Earning Management

The results of the above table show that f is 3288 a significance level of 0.032 or less tha@30.Significance
values is below 0.05, indicating that regressionrdehccan be used to predict earnings management cani be
concluded that the audit committee and auditor iguaimultaneously have a positive significant effen earnings
management.

CONCLUSIONS, LIMITATIONS, AND SUGGESTIONS

Conclusions:
1. Hal is rejected, which means that the audit coremifts measured from their background in accoutirly
finance hasnegative significant effect on earnimgsagement.
2. Ha2is received, which means that the quality dfitaus as measured by the firm size has a postiyificant
effect on earnings management.
3. Ha3 is received, which means that significant manag skills of the audit committee and auditor lifya
simultaneously have positive significant effecte@mnings management.

Limitations:
1. The value of adjusted R-square is only 0.125ichvimeans that the variable of managerial skillsaadit
committee and auditor quality can explain the depen variable of earnings management that amooni® 5%
and the remaining 87.5% can be explained by otheables.
2. The number of samples is limited, consistingmlfy 14 companies (42 data) from the manufactupag of the
consumer sector.
3. The variable of audit committee uses a backgtanmmccounting and finance.

Suggestions:
1. Researchers can further investigate other Vaesaihat have a possible effect on earnings managesuch as
financial leverage, company size, and good corpggatvernance.
2. Researchers can further use the other manuifagtsectors (as the research sample).
3. The variable of audit committee can use otheasueements such as the length of stay at the fidndoeter they
were once part of the company's management.
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