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The relationship between good corporate governance and

earnings management
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Abstract
The objective of this research was to study the relationship between good corporate governance and
earnings management. The study considers corporate governance through various characteristics composed of
audit committee’s size, proportion of audit committees who have expertise in finance or accounting, proportion of
female audit committees, and frequency of audit committee meetings. The decoration of profit is based on the

accrual items at the discretion of the management. The data were collected from a database of 452 listed
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companies in The Stock Exchange of Thailand during 2019, then measured profit decoration according to the

Modified Jones Model. The data was analyzed using descriptive statistics and multiple regression analysis.

The results revealed that the female audit committee had a statistical significantly positive relationship at

0.05 level with discretionary accruals. While we observe a positive relationship of other characteristics relationship with

earnings management. Moreover, this research will be useful for regulators to use in formulating policies to regulate

listed companies in The Stock Exchange of Thailand.

Keywords: good corporate governance, audit committee, earnings management
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(Table 1-2)

Table 1 The sample groups used in the study categorized by industry.

total companies with incomplete No. of companies used
industry group
companies information in the study

agriculture and food industry 55 5 50
resource 59 10 49
technology 39 4 35
service 119 15 104
industrial products 92 6 86
consumption goods 41 4 37
real estate and construction 162 71 91
total 567 115 452
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Table 2 The minimum, maximum, mean and standard deviation of the primary and the dependent variables.

minimum maximum mean Std. deviation
DCA 0.02 122,091.35 1,580.75 6,952.21
ACSIZE" 2.00 5.00 3.15 0.38
ACEXP"? 0.20 1.67 0.48 0.24
ACFE"™ 0.00 1.00 0.21 0.24
ACMEET™ 3.00 26.00 7.26 3.45
LEV 0.02 1.23 0.42 0.22
SIZE 213.00 2,355,483.87 31,688.18 131,950.43
GROWTH -0.62 3.30 0.04 0.26
CFO -0.45 0.90 0.07 0.10
Mkt.Var 56.68 125,6771.84 26,480.65 98,419.75

valid N (listwise)

1/ .
note: ... = early variant

AN (Table 2) uansliiviudarnansdaya
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Table 3 The correlation coefficients between the variables (correlations).
DCA  ACSIZE ACEXP  ACFE  ACMEET LEV SIZE  GROWTH CFO  MktVar

DCA 1 - - - - - - - - -
ACSIZE 0.08 1 - - - - - - - -
ACEXP 0.03 014" 1 - - - - - - -
ACFE 0.06 -0.02 0.18" 1 - - - - - -
ACMEET 0.22" 0.02 0.03 0.11 1 - - - - -
LEV 0.06 0.01 0.08 0.04 0.122" 1 - - - -
SIZE 0.92" 0.06 0.01 0.01 0.209" 0.13" 1 - - -
GROWTH 0.01 0.00 0.03 -0.00 0.029 0.11° 0.01 1 - -
CFO 0.05 0.03 -0.01 0.03 -0.070 -0.18 0.01 -0.01 1 -
Mkt.Var 0.84" 0.12' 0.04 0.04 0.247" 0.07 0.79" 0.08 0.08 1
" Correlation is significant at the 0.01 level (2-tailed).
" Correlation is significant at the 0.05 level (2-tailed).

a1N (Table 3) WL NMIMFIAAALANNLT W mmé‘mmﬁmmn&lfﬁﬂuma‘ Vﬂﬁu‘ﬂﬂmiﬁu

Barzaesiauls TneAndulsvvia avduusasming
ﬁTf;LLﬂa‘ﬁﬁquqm Wi 0.176 AMNNsdeUsaeadi A
Pearson correlations B4l LANT LS v Ns ALl
zﬁ“mmummmmznﬁmmimm@muﬁ'L'ﬂummm@q

WAL AR AN UIRIAIENTINNIATIAEUNT

Table 4 The determination of tolerances.

wo I AIANTENUABNNTNAN TN AN AN AR LS
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2/
model summary

model R R square adjusted R square

Std. error of the estimate Durbin-Watson

1 0.94" 0.89 0.88

2,371.05 1.81

" Predictors: (constant), Mkt.Var, ACEXP, CFO, GROWTH, ACFE, ACSIZE, LEV, ACMEET, SIZE

z Dependent variable: DCA

AN (Table 4) ifun1sfansainmqns
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Table 5 The multiple regression analysis values with the enter method.

unstandardized standardized

95% confidence interval for B collinearity statistics

model coefficients coefficients t Sig.
B Std. error beta lower bound upper bound tolerance  VIF
1 (constant) -493.33 1,060.83 -0.47 0.64 -2,578.23 1,591.56
ACSIZE 138.69 302.69 0.01 0.46 0.65 -456.19 733.57 0.96 1.04
ACEXP 340.82 486.07 0.01 0.70 0.48 -614.49 1,296.12 0.94 1.06
ACFE 1,221.00 475.83 0.04 2.57 0.01 285.78 2,156.13 0.96 1.05
ACMEET 19.03 33.86 0.01 0.56 0.57 -47.52 85.57 0.91 1.10
LEV -1,501.11 530.31 -0.05 -2.83 0.01 -2,543.35 -458.88 0.93 1.08
SIZE 0.04 0.00 0.70 26.20 0.00 0.03 0.04 0.36 2.78
GROWTH -516.54 437.12 -0.02 -1.18 0.24 -1,375.63 342.54 0.96 1.04
CFO 426.65 1,168.64 0.01 0.37 0.72 -1,870.13 2,723.42 0.94 1.07
Mkt.Var 0.02 0.00 0.28 10.37 0.00 0.02 0.02 0.35 2.88
a. dependent variable: DCA
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