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Abstract 
This research utilizes the capital structure theory to analyze how debt 
covenants, corporate governance, and firm value interact, focusing on the 
mediating role of earnings management across different company life 
stages. It examines manufacturing firms on the Indonesia Stock Exchange 
from 2018 to 2022, using a purposive sample of 66 companies. The study 
employs descriptive and inferential statistical analyses to test the 
hypothesized relationships, revealing that effective corporate governance 
significantly enhances firm value, especially during maturity. Earnings 
management is pivotal in the growth phase, mediating the governance-firm 
value relationship. This work underscores the importance of adapting 
governance practices to a company's life cycle stage, offering insights for 
executives to make financial decisions that improve firm value. It also 
provides empirical support for agency theory, showing how tailored 
governance practices can influence firm performance and value. 
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Introduction  
The valuation of a company holds utmost importance in the business 

world, compelling organizations to enhance their performance through the 

adoption of strategic measures aimed at fulfilling their objectives. The 

concept of company value is crucial for investors, serving as a critical 

indicator for market assessments of the company's overall standing. 

Salvatore (2022) posits that publicly traded companies primarily seek to 

augment the prosperity of their owners or shareholders by elevating 

company value. Iswanjuni et al. (2018) suggest that an increase in company 

value significantly contributes to the welfare of its owners or shareholders. 

Furthermore, Dovbysh (2019) posits that a company's valuation is inherently 

reflected in the price potential buyers or investors are prepared to pay. 

Central to maximizing company value is the effective collaboration 

between principals and company agents, a dynamic elucidated by agency 

theory. This theory anticipates good coordination between principals and  
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agents to mitigate the effects of agency dilemmas. Jensen & Meckling (1976) have 

formulated agency theory as forecasting the contractual relationships between principals 

and corporate agents, with the company acting as the contract's nexus. Eisenhardt (1989) 

articulated this relationship in three fundamental assumptions: human nature, 

organizational behavior, and information processing. The contractual relationships often 

give rise to agency problems, subsequently inducing agency costs. 

Echoing the tenets of agency theory, Jensen & Meckling (1976) argue that 

principals delegate decision-making responsibilities to agents, granting them autonomy 

based on various considerations, including self-interest. In practice, agents frequently 

encounter scenarios necessitating company direction and oversight to enhance 

performance. This requirement underscores the necessity for companies to implement 

good corporate governance (GCG) as theorized by Jensen & Meckling (1976). The 

adoption of GCG mechanisms is anticipated to alleviate agency conflicts between 

principals and agents, thereby optimizing shareholder welfare and augmenting company 

value. 

Empirical research on the impact of good corporate governance on company 

value has yielded diverse outcomes. Livnat et al. (2021) and Ni et al. (2020) observed that 

effective corporate governance bolsters company value by enhancing investor interest 

and confidence. Bakar et al. (2020) demonstrated the role of the independent board, 

serving as a proxy for good corporate governance, in positively influencing company value 

through directing and controlling actions. Conversely, Huang et al. (2020) and Rashid 

(2017) found that corporate governance, as proxied by board independence, does not 

significantly affect company value, presenting a nuanced view of the relationship between 

corporate governance practices and firm valuation. 

Based on theoretical controversy and empirical studies of the findings of good 

corporate governance on company value, it is a gap in this research to place earnings 

management as a mediating variable. An empirical study conducted by Asghar et al. 

(2020) revealed that GCG through board size has a positive relationship to earnings 

management. The findings support the view that larger boards appear to be less effective 

in their oversight duties compared with smaller boards (Saputra, 2018). A possible 

explanation for the insignificant relationship between other corporate governance 

mechanisms (independence of the board and audit committee) and earnings 

management is that boards are seen as ineffective in carrying out their monitoring duties 

due to management's dominance over board matters (Lu et al., 2019). The obvious reason 

for this phenomenon is attributed to the board's lack of knowledge in corporate affairs 

(Ekayani et al., 2020). 

Empirical investigations conducted by Putri & Saputra (2021) have demonstrated 

that larger board sizes exert a positive impact on earnings management practices. 

Contrarily, a higher ratio of independent non-executive directors on the board does not 

necessarily enhance the effectiveness of monitoring mechanisms to curb earnings 

management behaviors. This observation aligns with findings from Aguiar et al. (2021), 

Ge & Xu (2021), and Qureshi & Siddiqui (2021), which also scrutinize the complex 

dynamics between board composition and earnings management. In an extension of 
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examining the nexus between good corporate governance and firm value, this study 

integrates earnings management as a mediating variable and incorporates the company 

life cycle as a controlling factor for earnings management. The concept of the company 

life cycle, as articulated by Saputra et al. (2019), delineates the distinct phases of 

organizational evolution, each characterized by unique attributes in terms of situational 

context, strategy, structure, and decision-making style, specifically: birth, growth, 

maturity, revival, and decline. This research, however, will omit the decline phase due to 

data constraints and the sensitivity of the subject matter (Narindra et al., 2023). 

This study seek to explore the stage within the company life cycle where the 

enactment of sound corporate governance practices, facilitated through earnings 

management, optimally enhances firm value. It aims to dissect the effect of good 

corporate governance on firm value, with earnings management serving as a mediating 

factor across different life cycle stages of companies. The analysis will focus on 

manufacturing firms listed on the Indonesia Stock Exchange (IDX) from 2018 to 2022. 

Firm value is conceptualized as investors’ perception, often correlated with stock 

prices, where higher stock prices indicate elevated firm value. According to the firm 

theory, the primary objective of a company is to maximize its value or wealth (Salvatore, 

2022). In this research, firm value is quantified using Tobin’s Q ratio, reflecting the 

market’s estimation of future investment returns as perceived by external parties and 

investors. The enhancement of firm value necessitates the implementation of a Good 

Corporate Governance (GCG) mechanism grounded in five cardinal principles: 

transparency, accountability, responsibility, independence, and fairness. Pedersen et al. 

(2021) suggest that investor interest and confidence burgeon alongside the effective 

implementation of corporate governance, thereby positively influencing firm value. The 

presence of an independent board, serving as a proxy for sound corporate governance, 

has been empirically validated to augment firm value (Bakar et al., 2020). Additional 

empirical studies corroborate that GCG, as an embodiment of effective governance, 

positively impacts firm value by bolstering investor interest and confidence. Furthermore, 

Bakar et al. (2020) indicate that strategic direction and oversight by an independent board 

significantly contribute to enhancing firm value. Drawing from the review of prior 

research, the hypothesis is posited as follows: 

H1: Good corporate governance influences company value 

Earnings management strategies encompass both accrual earnings management 

(AEM) and real earnings management (REM). According to Putri & Saputra (2021), the 

choice between REM and AEM by managers hinges on a variety of factors including the 

firm's future prospects, managerial incentives, and the associated costs of REM. 

Roychowdhury (2006) provides evidence suggesting that managers engage in REM 

activities to circumvent reporting losses in annual financial statements, employing tactics 

such as offering discounts to boost sales. 

Empirical research by Ni et al. (2020) indicates a positive correlation between 

good corporate governance (GCG), as manifested through board size, and earnings 

management. It was observed that larger boards tend to be less effective in exercising 

their supervisory roles compared to smaller ones. This observation is echoed by Asghar et 
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al. (2020), who noted that companies with relatively large board sizes are more inclined 

towards earnings management practices. Moreover, increasing the proportion of 

independent non-executive directors on the board does not necessarily lead to more 

effective oversight of earnings management activities. Similar findings are reported by 

Ekayani et al. (2020), Putri & Saputra (2021), Qureshi & Siddiqui (2021), and Saputra 

(2018), further reinforcing the notion that larger board sizes may inadvertently facilitate 

earnings management. 

This study also examines earnings management as a mediating variable in the 

relationship between good corporate governance and company value, across different 

stages of the company life cycle, serving as a control variable. This framework suggests 

that GCG could exert a positive influence on the earnings management practices adopted 

by firms. Therefore, the hypothesis proposed for this investigation is as follows: 

H2: Good corporate governance influences earnings management 

Earnings management undertaken by company agents serves various objectives, 

with a primary goal in this research being to enhance the appeal of the company to 

investors and creditors, thereby expected to elevate the company's value. Empirical 

studies by Asghar et al. (2020) have demonstrated that earnings management, 

particularly in the form of income smoothing, positively impacts company value. Firms 

employing income smoothing techniques exhibit a favorable correlation with their 

valuation, suggesting that earnings management strategies positively influence financial 

performance. 

Andini & Sukartha (2020) align with this perspective, positing that earnings 

management via income smoothing should be viewed as a strategic maneuver by 

managers, reflecting an optimistic outlook on the company’s future operational 

achievements. Kirana et al. (2020) further argue that such practices contribute to reduced 

cash flow volatility and enhanced predictability of company earnings. Similarly, Arnas et 

al. (2021) concur that earnings management plays a significant role in augmenting 

company value. They propose that earnings management acts as a signaling mechanism, 

allowing management to demonstrate the company's quality or performance to the 

market. The manipulation of financial statements to project higher profitability may be 

perceived as an indicator of strong company performance and promising future 

prospects. 

Therefore, the hypothesis posited for examination in this study is as follows: 

H3: Earnings management influences company value. 

The concept of the company life cycle is instrumental in delineating the various 

developmental stages of an organization, each characterized by distinct features. Ghofir 

& Yusuf (2020) categorize these stages into five distinct phases—birth, growth, maturity, 

revival, and decline—based on an integrated analysis of four contingent variables: 

organizational situation, strategy, structure, and decision-making style. Notably, the 

decline phase was excluded from their research due to data constraints and the sensitivity 

of the subject matter. 

Agency theory posits the inevitability of conflicts between different parties within 

a company, such as principals and agents, suggesting that individuals tend to act in self-
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interest rather than altruistically (Mardini & Lahyani, 2022). This theoretical perspective 

further elucidates that effective corporate governance can enhance company value by 

facilitating management oversight, improving information provision and dissemination, 

and boosting investor recognition. 

Contrasting findings emerge from the empirical literature on the impact of 

corporate governance on company value. Huang et al. (2020) observed that corporate 

governance does not significantly affect company value in the Australian context, a 

sentiment echoed by Prawida & Sutrisno (2021), who found that board independence, as 

a proxy for corporate governance, does not positively influence company value. 

Conversely, Bakar et al. (2020) argue that an independent board can enhance 

managerial oversight, aligning with agency theory by suggesting that good corporate 

governance can mitigate agency risks through effective control systems for monitoring 

managerial actions, thereby streamlining the relationship between principals and agents 

in the enforcement of Good Corporate Governance (GCG) mechanisms. Saeed & Al-Abedi 

(2020) further posit that sound corporate governance practices can draw investor interest 

and trust, leading to increased share and company values, as well as improving the 

company's public image. Similarly, Asghar et al. (2020) report that corporate governance 

significantly bolsters company value and performance. 

Given these divergent perspectives, this research proposes to examine earnings 

management as a mediating variable within the interplay of good corporate governance 

(GCG) and company value, moderated by the company's life cycle stage. Earnings 

management is posited to act as a mediating mechanism in this relationship. Therefore, 

the hypothesis for this study is formulated as follows: 

H4: Earnings management is able to mediate the influence of good corporate governance 

on company value 
 

Research Method 

This research analyzes the influence of good corporate governance variables on company 

value directly and indirectly through earnings management. To provide a broader 

understanding, the research includes the company life cycle (OLC) in earnings 

management as a mediating variable. This mediating variable will be controlled by the 

company's life cycle by identifying the four stages of the company's life cycle (birth, 

growth, maturity, and revival). This research was conducted over a certain sequence of 

time periods ( time series ) using many samples (cross sectional), so it is research with 

panel data ( pooled data ). The panel data used is secondary data sourced from official 

publications on the company website and the IDX website. Research data was obtained 

from annual reports which were then analyzed using the panel regression analysis method 

using the STATA 16 tool. This analysis aims to test the hypothesis that has been 

formulated so that it can answer the research problem.  

This research was conducted in Indonesia by observing the population of 

manufacturing sector companies listed on the Indonesia Stock Exchange by looking at 

published financial reports. This research period starts from 2018 to 2022. The sampling 

technique is non-probability sampling, namely using a purposive sampling technique. The 
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criteria used in determining the sample in this research were manufacturing sector 

companies listed on the Indonesia Stock Exchange in the period 2018 to 2022 with the 

criteria (1) listed consecutively during the observation period 2018 - 2022, (2) companies 

that entered into a debt covenant with a lender registered with the Indonesia Banking 

Award, (3) the company did not carry out a rights issue during the observation period, (4) 

the company did not experience a loss.  

Table 1. Determining the Research Sample 

No Criteria 
Number of 

Samples 

1 Manufacturing Sector Companies listed on the Indonesia 

Stock Exchange in 2018– 2022 

222 

2 Manufacturing Sector Companies that were not listed 

consecutively on the Indonesia Stock Exchange in 2018 – 2022 

(77) 

3 debt covenants with lenders that are not registered with the 

Indonesia Banking Award 

(17) 

4 Carrying out a rights issue during the observation period (20) 

5 Companies that experience losses (42) 

6 Manufacturing companies in the sample 66 

Source: Processed Data, 2023 

The data in the table above shows that the number of manufacturing companies 

in the 2018 - 2022 period that are worth observing in this research is 66 companies. The 

observation period was 5 years, so the number of samples observed in this study was 330 

units. The data collection method in this research uses the non-participant observation 

method. This method is implemented by observing the annual reports of manufacturing 

sector companies listed on the Indonesia Stock Exchange (BEI) for the period 2018 to 

2022. This research uses Stata to describe data through descriptive analysis and test 

hypotheses through inferential analysis , and panel data regression analysis is used to test 

research hypotheses . 

 The overall conceptual framework model describes the influence between 

variables. This research uses an exogenous variable, namely good corporate governance, 

an endogenous variable, namely company value, and a mediating variable, namely 

earnings management. The operational variable for firm value is measured using Tobin's 

Q ratio, using the sum of the market value of common equity, book value of preferred 

shares, book value of long-term debt and net current liabilities (Chen & Hung, 2021). Good 

corporate governance reflects instruments in corporate governance which are proxied by 

Earning 

Management 

Company 

Value 
Good Corporate 

Governance 

Figure 1. Research Conceptual Framework 
Source: Processed Data, 2023 

H1 

H2 H3 

H4 
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the role of the independent board of commissioners comparing independent 

commissioners with the board of commissioners (Hashed & Almaqtari, 2021). Earnings 

management is measured using discretionary accruals (Mardjono & Chen, 2020). The 

analysis technique for this research is descriptive statistical analysis and inferential 

analysis (Irawan et al., 2020). The analytical method used in descriptive and inferential 

testing is panel data regression analysis. The panel data in this research is secondary data 

processed with Stata. 

 

Results and Discussion  
Descriptive statistics show that the average company value is 0.584, meaning that the 

average sample company's shares are undervalued . The average level of debt equity ratio 

for sample companies is still low, namely 0.948. The average good corporate governance 

score of 0.392 is still quite low compared to the proportion of independent commissioners 

in the company. The average earnings management value is 0.0056 and the average 

company OLC value is 0.282. The following are the results of the descriptive analysis that 

has been carried out in the following table: 

Table 2. Results of Descriptive Statistical Analysis 

Variable N Minimum Maximum Average 
Standard 

deviation 

Company Value 330 0.0001 5.725 0.584 0.391 

Good Corporate Governance 330 0.0001 0.8 0.392 0.115 

Earning Management 330 -1.435 1.204 0.005 0.147 

Source: Processed Data, 2023 

When Tobin's Q < 1, a company can be classified as cheap (undervalued) because 

its book value is higher than its market value. The standard deviation shows the 

magnitude of the deviation from observations of company value data to the expected 

value or average value. The standard deviation value is 0.3916 smaller than the average, 

meaning that the data distribution is homogeneous. The value of good corporate 

governance (GCG) which is proxied by the proportion of Independent Commissioners in 

the company the lowest (minimum) manufacturing value is 0.0001 and the largest 

(maximum) value is 0.8. The minimum value shows that there are still companies that do 

not have independent commissioners in the company. The average company GCG value 

is 0.3928. The standard deviation shows the magnitude of the deviation from GCG data 

observations to the expected value or average value. The standard deviation value is 

0.1159 smaller than the average, meaning that the data distribution is homogeneous. 

Value of earnings management (EM) within the company The lowest (minimum) 

manufacturing value is -1.4359 and the largest (maximum) value is 1.2042. The company's 

average EM value is 0.0056, which indicates that the company made an adjustment of 

0.0056 from its actual expenditure based on the chosen accounting policy. This amount 

reflects subjective estimates or accounting policies that may affect the company's 

financial statements. 
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Table 3. Results of Panel Regression Model Selection for the Entire Company Life 

Cycle 

Test 
Model 1 Model 2 

Statistics Prob. Conclusion Statistics Prob . Conclusion 

Chow 1.97 0.0001 
Fixed Effect 

Model 
1.77 0.0009 

Fixed Effect 

Model 

Hausman 2.38 0.4980 
Random Effect 

Model 
1.73 0.6314 

Random Effect 

Model 

L.M 15.93 0.0000 
Random Effect 

Model 
10.95 0.0005 

Random Effect 

Model 

Source: Processed Data, 2023 

    Based on the three tests in Table 3, it can be concluded that the random effect 

model (REM) is the best for the regression model obtained in this research in equation 1 

and equation 2 because the resulting probability value is more than 0.05. Next, hypothesis 

testing is carried out. Hypothesis testing aims to determine the influence of the 

independent variable on the dependent variable, as well as the mediating role of the 

mediating variable, namely earnings management. Testing the two-tailed test on a one-

way hypothesis with a significance level of 0.05 causes the output significance value to be 

divided by two to determine the test criteria. 

Table 4. Regression Analysis Results of the Effect of Good Corporate Governance 

and Earning Management on Company Value Throughout the Company's Life Cycle 

Variable Beta z P>|z| Information 

Good Corporate Governance -0.062 -1.15 0.251 Not significant 

Earnings management 0.173 3.27 0.001* Significant 

R-squared 0.1067    

Source: Processed Data, 2023 

The test results show that the good corporate governance variable has a 

coefficient of -0.062 with a p-value of 0.251 which is greater than 0.05, so it can be stated 

that good corporate governance has an insignificant negative effect on company value. 

The table also provides test results which show that the earnings management variable 

has a coefficient of 0.173 with a p-value of 0.001, which is smaller than 0.05, so it can be 

stated that earnings management has a significant positive effect on company value. 

Table 5. Results of Regression Analysis on the Effect of Good Corporate 

Governance and OLC on Earning Management throughout the Company's Life 

Cycle 

Variable Beta z P>|z| Information 

Good Corporate Governance -0.121 -2.17 0.030 Significant 

OLC -0.163 -2.50 0.012 Significant 

R-squared = 0.0689    

Source: Processed Data, 2023 

Good corporate governance variable has a coefficient of -0.121 with a p value of 

0.030, which is smaller than 0.05, so it can be stated that good corporate governance has 
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a significant negative effect on earnings management. The test results also show that the 

OLC control variable has a coefficient of -0.163 with a p-value of 0.012, which is smaller 

than 0.05, so the OLC variable has a negative and significant effect on the Earning 

Management variable. 

Table 6. The Indirect Influence of Good Corporate Governance on Company Value 

through Earning Management throughout the Company's Life Cycle 

Variable Coefficient Sobel (p-value) Information 

X – Z – Y -0.021 -1.810 (0.070) Not significant 

Notes: X: good corporate governance; Z: earnings management; Y: company value 

Source: Processed Data, 2023 

The indirect influence test in this research is to test the influence of good 

corporate governance on company value through earnings management. Based on the 

test results, it is known that there is an indirect influence between the good corporate 

governance variables on the firm value variable through the earnings management 

variable is not significant, with a negative indirect effect coefficient and a Sobel test 

significance of 0.070 greater than 0.05. The earnings management variable does not 

mediate the effect of good corporate governance on company value. 

Table 7. Summary of Hypothesis Testing Results 

Hypothesis Prediction 
Beta 
Value 

Results 
Mark 

Sig 
Description Conclusion 

H1: 

GCG > NP 

+ -0.062 - 0.251 Not significant, 

different direction 

Not 

accepted 

H2: 

GCG > EM 

+ -0.121 - 0.030 Significant, 

different direction 

Not 

accepted 

H3: 

EM > NP 

+ 0.173 + 0.001 Significant, same 

direction 

Accepted 

H4a: GCG > 

EM > NP( 

birth ) 

+ -0.003 - 0.850 EM does not 

mediate GCG > NP 

Not 

accepted 

H4b: GCG > 

EM > NP( 

growth ) 

+ -0.081 - 0.004 EM mediates GCG 

> NP 

Accepted 

H4c: GCG > 

EM > NP ( 

maturity ) 

+ -0.068 - 0.216 EM does not 

mediate GCG > NP 

Not 

accepted 

H4d: GCG > 

EM > NP ( 

revival ) 

+ -0.053 - 0.490 EM does not 

mediate GCG > NP 

Not 

accepted 

 

Source: Processed Data, 2023 

The examination of Good Corporate Governance (GCG) and its impact on 

company value reveals that GCG has a negative effect on company value within the 

manufacturing sector companies listed on the Indonesia Stock Exchange (IDX) for the 

period 2018-2022. According to Andini & Sukartha (2020), this outcome may arise from 
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the partial implementation of GCG principles by these companies, suggesting an 

incomplete adoption of GCG standards. 

The influence of GCG on the financing decisions of creditors or potential creditors 

is pivotal across every stage of a company's life cycle. Chava et al. (2019) observed that 

both creditors and shareholders prefer to limit actions potentially motivated by 

managerial agency conflicts. Agency theory suggests that a company represents a series 

of contracts aimed at minimizing agency costs, which stem from asymmetric information 

and conflicts of interest among company stakeholders, notably affecting the risk borne by 

debtholders (Ghofir & Yusuf, 2020; Prawida & Sutrisno, 2021). 

GCG, reflecting in terms of direction and supervision, is anticipated to enhance 

the company's performance. The agency theory framework explicates the contractual 

relationships between agents and principals, with the company serving as the contract's 

nexus (Kiesnere & Baumgartner, 2019; Ni et al., 2020). Enhanced governance by the 

company agent is expected to positively affect the company's performance, including in 

the context of debt contract agreements, potentially leading to financial benefits such as 

increased profitability and company value (Saputra et al., 2023). However, this research 

supports the findings of Huang et al. (2020) and Rashid (2017), where corporate 

governance, as proxied by board independence, does not demonstrate a positive 

influence. Conversely, Asghar et al. (2020) and Bakar et al. (2020) suggest that a robust 

GCG system can significantly improve the company's image. 

In this study, GCG is proxied by the role of the independent board of 

commissioners within the company. Strict supervision makes it challenging for 

management to manipulate profits undetected. Moreover, GCG fosters a high level of 

transparency in financial reporting, indicating that enhanced GCG practices will reduce 

earnings management practices, thus aligning with agency theory which advocates for the 

implementation of GCG to mitigate conflicts of interest between shareholders and 

management. 

The findings indicate that earnings management positively affects company value 

in the manufacturing sector companies listed on the IDX for the 2018-2022 period. 

Management's use of earnings management as a signal of the company's quality or 

performance to the market suggests that financial statement manipulation to project 

higher profits can signal robust company performance and future prospects. This is 

consistent with research by Chen & Hung (2021), which finds that income smoothing, a 

form of earnings management, increases company value. Such earnings management 

actions provide stable profit information, signaling good financial health. 

However, earnings management fails to mediate the impact of GCG on company 

value across the birth, maturity, and revival stages of the company life cycle, indicating 

that during these stages, earnings management does not enhance the effect of GCG on 

company value. Conversely, during the growth stage, earnings management mediates the 

relationship between GCG and company value, suggesting that in growth-stage 

companies, earnings management practices can influence the nexus between GCG and 

company value by affecting the transparency of information presented to stakeholders. 

This finding is in accord with agency theory, which posits that earnings management 
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introduces risk, and that effective corporate governance can mitigate this risk through 

optimal control systems overseeing managerial activities, thereby facilitating an efficient 

principal-agent relationship under GCG mechanisms. 

 

Conclusion 
The study's findings indicate that good corporate governance enhances company value 

predominantly within the maturity stage of companies. Additionally, earnings 

management mediates the effect of good corporate governance on company value 

specifically in the growth phase of the company life cycle. Contrasting outcomes revealed 

that good corporate governance negatively impacts company value and exerts an adverse 

effect on earnings management. The positive influence of earnings management on 

company value underscores efforts by companies to project favorable signals to 

stakeholders. However, it is advised that companies exercise caution regarding earnings 

management practices, as excessive or regulatory non-compliant earnings management 

can erode trust among lenders and shareholders, leading to potential legal and 

reputational repercussions detrimental to the company. Earnings management's capacity 

to mediate the relationship between good corporate governance and company value is 

exclusive to the growth life cycle phase, failing to act as a mediator during the birth, 

maturity, and revival stages. This suggests that in the growth stage, earnings management 

enables good corporate governance to effectively mitigate agency risk through optimal 

control systems and managerial oversight, thus facilitating an efficient principal-agent 

dynamic in the implementation of Good Corporate Governance (GCG) mechanisms to 

enhance company value. 

The research implications are directed towards understanding the impact of good 

corporate governance on company value, thereby informing investors and creditors to 

consider factors such as good corporate governance when making investment decisions 

in capital and financial markets. The findings also offer practical insights for corporate 

executives regarding financial strategies, including funding decisions across various stages 

of the company life cycle, in relation to leveraging levels and the execution of good 

corporate governance practices. 

The study's scope regarding the company life cycle as a control variable was 

limited to the birth, growth, maturity, and revival stages, explicitly excluding the decline 

stage due to data constraints and the sensitivity of this phase. 

 

 

References 
Aguiar, G. de A., Tortoli, J. P., Figari, A. K. P., & Pimenta Junior, T. (2021). Analysis of the 

influence of intangible assets on the performance of Brazilian companies. Revista 

de Administração Da UFSM, 14(4), 907–931. 

https://doi.org/10.5902/1983465944075 

Andini, N. L., & Sukartha, I. M. (2020). The effect of earning management, managerial 

ownership and firm size in the return of acquisition companies in Indonesia Stock 

https://doi.org/10.5902/1983465944075
https://doi.org/10.5902/1983465944075
https://doi.org/10.5902/1983465944075
https://doi.org/10.5902/1983465944075
https://sloap.org/journals/index.php/irjmis/article/view/928
https://sloap.org/journals/index.php/irjmis/article/view/928


Setiawan, Wiagustini, Yadnyana, & Baskara 
Earning Management as a Mediator of the Influence of Good Corporate Governance on Company Value in 

Each Company Life Cycle 

 

Jurnal Ilmiah Akuntansi dan Bisnis, 2024 | 77 

Exchange 2011-2017 period. International Research Journal of Management, IT 

and Social Sciences, 7(3), 116–125. 

Arnas, Y., Lamtiar, S., Kurniawati, Z., Kurnianto, B., & Kalbuana, N. (2021). Factors 

Affecting Earning Management On Transportation Corporations In Indonesia. 

International Journal of Economics, Business and Accounting Research (IJEBAR), 

5(1), 165–174. 

Asghar, A., Sajad, S., Shahzad, A., & Matemilola, B. T. (2020). Role of discretionary earning 

management in corporate governance-value and corporate governance-risk 

relationships. Corporate Governance, 20(4), 561-581. 

Bakar, I. S. A., Khan, A., Mather, P., & Tanewsky., G. (2020). Board Monitoring and 

Covenant Restrictiveness in Private Debt Contracts During The Global Financial 

Crisis. Accounting and Finance., 60(661–692). 

Chen, R. C. Y., & Hung, S. (2021). Exploring the impact of corporate social responsibility on 

real earning management and discretionary accruals. Corporate Social 

Responsibility and Environmental Management, 28(1), 333–351. 

Dovbysh, O. (2019). Commercial or public service actors? Controversies in the nature of 

Russia’s regional mass media. Russian Journal of Communication, 11(1), 71–87. 

https://doi.org/10.1080/19409419.2019.1572532 

Eisenhardt. (1989). Agency Theory: An Assesment and Review. Accounting of 

Management Review., 57–74. 

Ekayani, N. N. S., Sara, I. M., Sariani, N. K., Jayawarsa, A. A. K., & Saputra, K. A. K. (2020). 

Implementation of good corporate governance and regulation of the 

performance of micro financial institutions in village. Journal of Advanced 

Research in Dynamical and Control Systems, 12(7), 1–7. 

https://doi.org/10.5373/JARDCS/V12I7/20201977 

Ge, F., & Xu, J. (2021). Does intellectual capital investment enhance firm performance? 

Evidence from pharmaceutical sector in China. Technology Analysis and Strategic 

Management, 33(9), 1006–1021. 

https://doi.org/10.1080/09537325.2020.1862414 

Ghofir, A., & Yusuf, Y. (2020). Effect of firm size and leverage on earning management. 

Journal of Industrial Engineering & Management Research, 1(3), 218–225. 

Hashed, A., & Almaqtari, F. (2021). The impact of corporate governance mechanisms and 

IFRS on earning management in Saudi Arabia. Accounting, 7(1), 207–224. 

Huang, P., Lua, Y., & Wee, M. (2020). Corporate Governance Analysts and Firm Value: 

Australian Evidence. Pacific-Basin Finance Journal, 63(C), . 

Irawan, F., Kinanti, A., & Suhendra, M. (2020). The impact of transfer pricing and earning 

management on tax avoidance. Talent Development & Excellence, 12(3), 3203–

3216. 

Iswanjuni., Manasikana, A., Soetadjo, S., & Et, A. (2018). The effect of enterprise risk 

management (ERM) on firm value in manufacturing companies listed on 

Indonesian. Asian Journal of Accounting Research, 3(2), 224-235. 

Jensen, M. C., & Meckling, W. H. (1976). Theory of The Firm: Managerial Behavior, Agency 

Costs, and Ownership Structure. Journal of Financial Economics 3, 305–360. 

https://sloap.org/journals/index.php/irjmis/article/view/928
https://sloap.org/journals/index.php/irjmis/article/view/928
https://jurnal.stie-aas.ac.id/index.php/IJEBAR/article/view/2170
https://jurnal.stie-aas.ac.id/index.php/IJEBAR/article/view/2170
https://jurnal.stie-aas.ac.id/index.php/IJEBAR/article/view/2170
https://jurnal.stie-aas.ac.id/index.php/IJEBAR/article/view/2170
https://international.vlex.com/vid/role-of-discretionary-earning-849595333
https://international.vlex.com/vid/role-of-discretionary-earning-849595333
https://international.vlex.com/vid/role-of-discretionary-earning-849595333
https://ideas.repec.org/a/bla/acctfi/v60y2020is1p661-692.html
https://ideas.repec.org/a/bla/acctfi/v60y2020is1p661-692.html
https://ideas.repec.org/a/bla/acctfi/v60y2020is1p661-692.html
https://onlinelibrary.wiley.com/doi/10.1002/csr.2052
https://onlinelibrary.wiley.com/doi/10.1002/csr.2052
https://onlinelibrary.wiley.com/doi/10.1002/csr.2052
https://doi.org/10.1080/19409419.2019.1572532
https://doi.org/10.1080/19409419.2019.1572532
https://doi.org/10.1080/19409419.2019.1572532
https://doi.org/10.5373/JARDCS/V12I7/20201977
https://doi.org/10.5373/JARDCS/V12I7/20201977
https://doi.org/10.5373/JARDCS/V12I7/20201977
https://doi.org/10.5373/JARDCS/V12I7/20201977
https://doi.org/10.5373/JARDCS/V12I7/20201977
https://doi.org/10.1080/09537325.2020.1862414
https://doi.org/10.1080/09537325.2020.1862414
https://doi.org/10.1080/09537325.2020.1862414
https://doi.org/10.1080/09537325.2020.1862414
https://jiemar.org/index.php/jiemar/article/view/81
https://jiemar.org/index.php/jiemar/article/view/81
https://growingscience.com/beta/ac/4352-the-impact-of-corporate-governance-mechanisms-and-ifrs-on-earning-management-in-saudi-arabia.html
https://growingscience.com/beta/ac/4352-the-impact-of-corporate-governance-mechanisms-and-ifrs-on-earning-management-in-saudi-arabia.html
https://ideas.repec.org/a/eee/pacfin/v63y2020ics0927538x20304315.html
https://ideas.repec.org/a/eee/pacfin/v63y2020ics0927538x20304315.html
https://www.researchgate.net/publication/344237805_The_Impact_of_Transfer_Pricing_and_Earning_Management_on_Tax_Avoidance
https://www.researchgate.net/publication/344237805_The_Impact_of_Transfer_Pricing_and_Earning_Management_on_Tax_Avoidance
https://www.researchgate.net/publication/344237805_The_Impact_of_Transfer_Pricing_and_Earning_Management_on_Tax_Avoidance
https://scholar.unair.ac.id/en/publications/the-effect-of-enterprise-risk-management-erm-on-firm-value-in-man
https://scholar.unair.ac.id/en/publications/the-effect-of-enterprise-risk-management-erm-on-firm-value-in-man
https://scholar.unair.ac.id/en/publications/the-effect-of-enterprise-risk-management-erm-on-firm-value-in-man
https://www.sciencedirect.com/science/article/pii/0304405X7690026X
https://www.sciencedirect.com/science/article/pii/0304405X7690026X


Setiawan, Wiagustini, Yadnyana, & Baskara 
Earning Management as a Mediator of the Influence of Good Corporate Governance on Company Value in 

Each Company Life Cycle 

 

Jurnal Ilmiah Akuntansi dan Bisnis, 2024 | 78 

Kiesnere, A. L., & Baumgartner, R. J. (2019). Sustainability management emergence and 

integration on different management levels in smaller large-sized companies in 

Austria. Corporate Social Responsibility and Environmental Management, 26(6), 

1607–1626. https://doi.org/10.1002/csr.1854 

Kirana, D. J., Wibawaningsih, E. J., & Wijayanti, A. (2020). The Role of Corporate 

Governance in Constraining Earning Management. Journal of Accounting and 

Finance Management, 1(3), 138–149. 

Livnat, J., Smith, G., Suslava, K., & Tarlie, M. (2021). Board tenure and firm performance. 

Global Finance Journal, 47(April), 100535. 

https://doi.org/10.1016/j.gfj.2020.100535 

Lu, J., Ren, L., Qiao, J., Yao, S., Strielkowski, W., & Streimikis, J. (2019). Corporate social 

responsibility and corruption: Implications for the sustainable energy sector. 

Sustainability (Switzerland), 11(15). https://doi.org/10.3390/su11154128 

Mardini, G. H., & Lahyani, F. E. (2022). Impact of firm performance and corporate 

governance mechanisms on intellectual capital disclosures in CEO statements. 

Journal of Intellectual Capital, 23(2), 290–312. https://doi.org/10.1108/JIC-02-

2020-0053 

Mardjono, E. S., & Chen, Y.-S. (2020). Earning management and the effect characteristics 

of audit committee, independent commissioners: Evidence from Indonesia. 

International Journal of Business and Society, 21(2), 569–587. 

Miller, D., & Friesen, P. H. (1984). A longitudinal study of the corporate life cycle. 

Management, 30, 1161–1183. 

Narindra, A. A. N. M., Saputra, K. A. K., & Dwirandra, A. A. N. B. (2023). Factors Influencing 

the Performance of Accounting Information Systems University Public Services 

Agency. International Journal of Social Science and Education Research Studies, 

03(07), 1210–1219. https://doi.org/10.55677/ijssers/v03i7y2023-07 

Ni, Y., Cheng, Y. R., & Huang, P. (2020). Do intellectual capitals matter to firm value 

enhancement? Evidences from Taiwan. Journal of Intellectual Capital, 22(4), 725–

743. https://doi.org/10.1108/JIC-10-2019-0235 

Pedersen, L. H., Fitzgibbons, S., & Pomorski, L. (2021). Responsible investing: The ESG-

efficient frontier. Journal of Financial Economics, 142(2), 572–597. 

https://doi.org/10.1016/j.jfineco.2020.11.001 

Prawida, N., & Sutrisno, S. (2021). Leverage, profitability, corporate governance mecanism 

and earning management: cases in manufacturing company in Indonesia Stock 

Exchange. Asian Management and Business Review, 35–45. 

Putri, P. Y. A., & Saputra, K. A. K. (2021). Oportunist and Efficient Perspective of 

Management Based on the Motivational Aspects That Based on it. Palarch’s 

Journal Of Archaeology Of Egypt/Egyptology, 18(8), 1629–1643. 

Qureshi, M. J., & Siddiqui, D. A. (2021). The Effect of Intangible Assets on Financial 

Performance, Financial Policies, and Market Value of Technology Firms: A Global 

Comparative Analysis. Asian Journal of Finance & Accounting, 12(1), 26. 

https://doi.org/10.5296/ajfa.v12i1.16655 

https://doi.org/10.1002/csr.1854
https://doi.org/10.1002/csr.1854
https://doi.org/10.1002/csr.1854
https://doi.org/10.1002/csr.1854
https://dinastires.org/index.php/JAFM/article/view/21
https://dinastires.org/index.php/JAFM/article/view/21
https://dinastires.org/index.php/JAFM/article/view/21
https://doi.org/10.1016/j.gfj.2020.100535
https://doi.org/10.1016/j.gfj.2020.100535
https://doi.org/10.1016/j.gfj.2020.100535
https://doi.org/10.3390/su11154128
https://doi.org/10.3390/su11154128
https://doi.org/10.3390/su11154128
https://doi.org/10.1108/JIC-02-2020-0053
https://doi.org/10.1108/JIC-02-2020-0053
https://doi.org/10.1108/JIC-02-2020-0053
https://doi.org/10.1108/JIC-02-2020-0053
https://publisher.unimas.my/ojs/index.php/IJBS/article/view/3272
https://publisher.unimas.my/ojs/index.php/IJBS/article/view/3272
https://publisher.unimas.my/ojs/index.php/IJBS/article/view/3272
https://www.jstor.org/stable/2631384
https://www.jstor.org/stable/2631384
https://doi.org/10.55677/ijssers/v03i7y2023-07
https://doi.org/10.55677/ijssers/v03i7y2023-07
https://doi.org/10.55677/ijssers/v03i7y2023-07
https://doi.org/10.55677/ijssers/v03i7y2023-07
https://doi.org/10.1108/JIC-10-2019-0235
https://doi.org/10.1108/JIC-10-2019-0235
https://doi.org/10.1108/JIC-10-2019-0235
https://doi.org/10.1016/j.jfineco.2020.11.001
https://doi.org/10.1016/j.jfineco.2020.11.001
https://doi.org/10.1016/j.jfineco.2020.11.001
https://journal.uii.ac.id/AMBR/article/view/18322
https://journal.uii.ac.id/AMBR/article/view/18322
https://journal.uii.ac.id/AMBR/article/view/18322
https://archives.palarch.nl/index.php/jae/article/view/8987
https://archives.palarch.nl/index.php/jae/article/view/8987
https://archives.palarch.nl/index.php/jae/article/view/8987
https://doi.org/10.5296/ajfa.v12i1.16655
https://doi.org/10.5296/ajfa.v12i1.16655
https://doi.org/10.5296/ajfa.v12i1.16655
https://doi.org/10.5296/ajfa.v12i1.16655


Setiawan, Wiagustini, Yadnyana, & Baskara 
Earning Management as a Mediator of the Influence of Good Corporate Governance on Company Value in 

Each Company Life Cycle 

 

Jurnal Ilmiah Akuntansi dan Bisnis, 2024 | 79 

Rashid, A. (2017). Board Independence and Firm Performance: Evidence From 

Bangladesh. 2019. Future Business Journal., 4(1), 34-49. 

Saeed, A. L. H. G., & Al-Abedi, L. T. K. (2020). The Impact of Quality of Audit on Earning 

Management. Journal of Administration and Economics, 123, 65–75. 

Salvatore, D. (2005). Ekonomi Manajerial Dalam Perekonomian Global (5th ed.). Salemba 

Empat. 

Saputra, K. A. K. (2018). Integration of Accounting Information Systems and Good 

Corporate Governance in Village Credit Institution in Bali. Research in 

Management and Accounting, 1(2), 61–72. 

https://doi.org/10.33508/rima.v1i2.2592 

Saputra, K. A. K. (2021). the Effect of Sound Governance and Public Finance Management 

on the Performance of Local Governments. Russian Journal of Agricultural and 

Socio-Economic Sciences, 118(10), 32–43. https://doi.org/10.18551/rjoas.2021-

10.04 

Saputra, K. A. K., Trisnadewi, A. A. A. E., Anggiriawan, P. B., & Kawisana, P. G. W. P. (2019). 

Kebangkrutan Lembaga Perkreditan Desa (Lpd) Berdasarkan Analisis Berbagai 

Faktor. Jurnal Ilmiah Akuntansi, 4(1), 1–23. 

https://doi.org/10.23887/jia.v4i1.17250 

Sara, I. M., Adi Kurniawan Saputra, K., & Wayan Kartika Jaya Utama, I. (2020). Improving 

Economic Development Through The Establishment Of Village-Business 

Enterprises. Jour of Adv Research in Dynamical & Control Systems, 12(6), 1–8. 

https://doi.org/10.5373/JARDCS/V12I6/S20201269 
 

https://www.econstor.eu/handle/10419/187948
https://www.econstor.eu/handle/10419/187948
https://admics.uomustansiriyah.edu.iq/index.php/admeco/article/view/237
https://admics.uomustansiriyah.edu.iq/index.php/admeco/article/view/237
https://doi.org/10.33508/rima.v1i2.2592
https://doi.org/10.33508/rima.v1i2.2592
https://doi.org/10.33508/rima.v1i2.2592
https://doi.org/10.33508/rima.v1i2.2592
https://doi.org/10.18551/rjoas.2021-10.04
https://doi.org/10.18551/rjoas.2021-10.04
https://doi.org/10.18551/rjoas.2021-10.04
https://doi.org/10.18551/rjoas.2021-10.04
https://doi.org/10.23887/jia.v4i1.17250
https://doi.org/10.23887/jia.v4i1.17250
https://doi.org/10.23887/jia.v4i1.17250
https://doi.org/10.23887/jia.v4i1.17250
https://doi.org/10.5373/JARDCS/V12I6/S20201269
https://doi.org/10.5373/JARDCS/V12I6/S20201269
https://doi.org/10.5373/JARDCS/V12I6/S20201269
https://doi.org/10.5373/JARDCS/V12I6/S20201269

