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ABSTRACT 
 

 
This study aimed to examine the influence of the governance structure which consists of the 
age of directors, educational background of directors, directors’ gender, managerial 
ownership, and the existence of Independent Board of Commissioners on financial statement 
fraud. This research's populations are Manufacturing, Property, Real estate, and Construction 
Companies listed on the Indonesia Stock Exchange (IDX) period 2014-2018. The type of data 
used in research was secondary data and using a purposive sampling method to determine 
475 companies for the samples. This research used a logistic regression analysis. The result 
of this research indicated that the age of directors, the gender of directors, and managerial 
ownership had a significant negative effect on financial statement fraud. However, the study 
did not find the advantage of the educational background of directors and the existence of 
the independent member of the Board of Commissioners on financial statement fraud. 

 
Introduction 

Financial statements held valuable control in the economy of a country and even the world. Audit Standards (SA) 
confirmed that auditors were responsible for conducting audits to obtain a reasonable guarantee that the client's 
financial statements were free from material misstatement caused by fraud. Most parties used financial statements 
to make economic decisions. Therefore, the report must be relevant and reliable so that it would do no harm to 
those who used it. Every two years, the Association of Certified Fraud Examiners (ACFE) issued a Report to the 
Nation which contains information about frauds from various countries. Based on data from the 2014-2020 Report 
to the Nations, the most common causes of occupational fraud were asset misappropriation with a percentage of 
occurrence frequency of 83.5% to 89%. In contrast, financial statement fraud scheme was the least common (10% 
of schemes) but the costliest category of occupational fraud. It generated the most losses of $1,000,000 and 
compared to other types of occupational frauds it never exceeded $250,000. 

Indonesia had a two-tiered council system (Probohudono, 2012). The Jakarta Stock Exchange (JJ) in 2000 
issued a Decree of PT Bursa Efek Jakarta No: Kep-315 / BEJ / 06-2000, which was later amended by Decree No: 
Kep-339 / BEJ / 07-2001 stating that public companies must meet the requirements stipulated no later than 
December 31, 2001. However, Indonesia was also not free from fraud scandals. Based on the Report to Nations 
2020 data, Indonesia ranked first with the highest number of fraud cases among other Asia Pacific countries. In 
2001, the Ministry of BUMN and BAPEPAM considered that there was engineering that resulted in an 
overstatement of Kimia Farma's financial reports. Another manufacturing company, PT Tiga Pilar Sejahtera Food 
Tbk, found misappropriation of funds in 2019. The flow of funds of Rp1.78 trillion through various schemes from 
the AISA Group to parties suspected of being affiliated with the old management. In 2016 that Benny Tjokro as 
President Director of PT Hanson International Tbk (MYRX) was proven guilty by the Financial Services Authority 
(OJK) for manipulating the company's financial statements. In August 2020, the Corruption Eradication 
Commission arrested several high-ranking officials from PT Waskita Karya for carrying out work on fictitious 
projects which resulted in a loss of IDR 202 billion. 

Cases of fraud dragged CEOs by 72%, and the board of directors who internally dominated the company 
and who had ties and even positions that influenced the company (Beasley et al., 1999). Previous studies have 
examined the relationship between board characteristics, outsiders, and financial statement fraud (Chen et al., 2006; 
Daboub et al., 1995; Skousen et al., 2009; Troy et al., 2011). However, there weren’t any studies examining the 
relationship between the board of directors’ characteristics and tendency to do financial statement fraud. 

Illegal corporate behaviour would be recognized by examining the characteristics of the top management 
team (Daboub et al., 1995). Accounting fraud is influenced by individual character factors such as age, experience, 

https://crossmark.crossref.org/dialog/?doi=10.20885/jaai.vol26.iss1.art6&domain=pdf&date_stamp=2022-06-28


Governance structure and the tendency … 55 

education, and gender (Zahra, 2007). The young leaders having no academic background of business were more 
likely to commit accounting fraud (Huang et al., 2012; Troy et al., 2011; Xu et al., 2015). However, Firdaus and 
Suryandari (2008) found that age and education did not influence accounting fraud, as supported by Firdaus and 
Suryandari (2008) about the non-influential element between educational background and accounting fraud. 
However, dealing with the courage to commit the acts, the top management men had more than women (Zahra, 
2007), which was contradictory with other research (Kusumastuti et al., 2007; Marpaung et al., 2022). 

Besides the effect of changes in assets, there were finance companies, cash flow operating and investment, 
managerial ownership, Independent Commissioners, and organizational structure influencing financial statement 
fraud (Skousen et al., 2009). In line with Murtanto et al, managerial ownership and the existence of an Independent 
Commissioner influences fraud (Murtanto & Sandra, 2019). In contrast, the existence of an Independent 
Commissioner does not affect the occurrence of corporate fraud (Hafizah et al., 2017; Nugraheni & Triatmoko, 2017). 

According to the previous discussions, showing financial statements fraud is pretty common for us. 
Unfortunately, there are not many studies discussing this topic due to the limited data needed. Thus, authors are 
interested in doing this research and re-test the results of previous studies. This research will also use information 
from the company's annual report through the company's official website or the IDX website. So, investors can use 
this model in analyzing the tendency of financial statements fraud before investing their capital. 

  
Literature Review 

Fraud can be defined as the deliberate misrepresentation of the financial condition of an enterprise accomplished 
through the intentional misstatement of amounts, or disclosures in the financial statements to deceive financial 
statement users. Existing studies of corporate financial fraud mainly take a reasonable, economic perspective based 
on principal-agent logic (Jensen & Meckling, 1976). As both the principal and agent have their interests, it created 
a conflict of interest that would lead someone to commit fraud. 

Indonesia used a two-tier system where the board of commissioners and board of directors’ act as an 
internal mechanism that controls management to execute the interests of shareholders. This implementation is 
different to other countries, especially Europe (Lukviarman, 2004). The other countries adhering to the Two-Tier 
Board System, the elected Board of Commissioners is responsible to the General Meeting of Shareholders (GMS). 
Subsequently, the Board of Commissioners chose a Board of Directors. While in Indonesia, according to the Law 
of PT Year 2007, the Board of Directors and the Board of Commissioners are elected and responsible to the GMS. 

The Law No. 40 of 2007 on Limited Liability Companies stated that the company's organs consisted of 
the GMS, the Board of Commissioners and the Board of Directors. The management adhered to a two-tier boards 
system namely the Board of Commissioners and Board of Directors, had clear authority and responsibility, following 
their respective functions. Respectable relationships between corporate structures reacted positively to the success 
of the Company's management and implementation of Good Corporate Governance. In addition to the main 
structure, namely the GMS, the Board of Commissioners, and the Board of Directors, the governance structure 
might have other supporting units such as committees, corporate secretaries, and Internal Supervisory Units (SPI). 

As financial reports reflected the executives' capability and directly influenced their wealth (Zhang et al., 
2008), committing a financial fraud might be a temptation. Corporate financial fraud was considered to be a common 
type of organizational misconduct that was often instigated by executives, CEOs in particular (Beasley, 1996). 

The literature in this area proposed that principal-agent problems such as corporate financial fraud were 
mitigated by two types of internal governance mechanisms, i.e. agent-side and monitor-side mechanisms (Jin et al., 
2018). Research on agent-side mechanisms mainly focused on the need to provide executives with incentives, such 
as managerial ownership, arguing that these measures can help align the interests of agents and principals and 
solve agency problems (Skousen et al., 2009). 

Although the existing studies enhanced our knowledge, several gaps remain untouched. Firstly, past 
studies on internal governance had largely neglected the demographic characteristics of board directors, despite 
the repetitive findings in the rich decision-making literature that demographic characteristics influence the decisions 
and behaviour of individuals including executives (Talavera et al., 2018). Secondly, literature generally assumed 
that economic factors alone drove the behaviour of executives and directors (Jensen & Meckling, 1976). Finally, 
from the previous research, it was stated that the existence of outsiders cannot reduce fraud (Skousen et al., 2009). 
Based on those gaps in the corporate financial fraud literature, the authors investigated financial statement fraud 
by taking governance structure, directors, and the existence of independent commissioners. 

Age was one of the characteristics that influence individual decisions, including committing common crimes 
and risk-taking behaviour (Xu et al., 2015). Hambrick, et al. said that the more mature an individual was, he/she would 
be more prudent, ethical, and conservative (Hambrick & Mason, 1986; Peterson et al., 2001). This was supported by 
Zahra (2007), who stated that the older executive age would be associated to moral development, further information 
in pre-decision making and had a more accurate diagnosis of information for decisions. These showed that older 
executives were reluctant to make quick decisions under industrial or organizational pressure. They had more working 
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experience, which was considered to have stronger both general and specific skills as stated by Xu et al. (2015), that 
young managers are more likely to take on the risk of earnings manipulation and corporate financial fraud.  
H1: Companies that have young directors tend to do financial statements fraud. 

According to KNKG (2006) company management must have the right divisions, so that it can produce 
effectively, fruitfully and punctually. The level of education can measure a person's ability to develop the potential, 
knowledge, and skills needed (Kuo et al., 2018). That educational background also influenced someone's logic 
when she/he became a leader (Troy et al., 2011). The level of education would positively influence building morale 
in determining right and wrong Zahra (2007), so that someone was expected to have the awareness of committing 
fraud. However, in some studies, there was evidence stating that someone with a higher educational background 
had decreased moral development (Daboub et al., 1995). Perpetrators with the highest education level (i.e. a 
university degree) committed the largest frauds (Peltier‐Rivest & Lanoue, 2012). They also stated that an MBA 
education enhanced self-interested behaviour that would harm other parties. It could be concluded as follows: 
H2: Higher educational background of directors tends to do financial statements fraud. 

In a country with high gender equality, a female director would show that board performance increased, 
profit management and excessive risk-taking reduced, and corporate accounting as well as market performance 
improved (Belaounia et al., 2020). Some studies tried to explain how women's behavior made them easier to 
supervise than male ones, thereby reducing their incentives to make decisions that have the potential to lose (Adams 
& Ferreira, 2009). There were differences in financial risk-taking between men and women Powell and Ansic (1997) 
affecting strategies that may arise due to different motivations. Men were more confident in a general context and 
specifically to make decisions over investments (Estes & Hosseini, 1998; Schrand & Zechman, 2012). The presence 
of women in the top management ranks would provide obstacles to the practice of violating the rules of the report 
finance because of the involvement of gender issues in it (Gavious et al., 2012). The desire to report to women 
tended to be higher compared to men (Kaplan et al., 2009). The more cautious nature of women and the higher 
ethical standards were expected to strengthen the motivation of obeying the financial statement rules (Maula & 
Rakhman, 2018; Merawati & Mahaputra, 2017). Accounting conservatism increased significantly after the hiring 
of women and a female chief financial officer could reduce accounting fraud (Francis et al., 2015; Liao et al., 2019). 
H3: Companies with a smaller proportion of women directors tend to do financial statements fraud. 

One way to minimize conflicts of interest between principals and agents was to add outstanding shares owned 
by the managerial of a company (Jensen & Meckling, 1976), because it could dominate the decision-making strategies 
and corporate social policies (Khan et al., 2013). Thus, management would also feel that they had the same interests 
in running the company's operations and ultimately would be in line with stakeholders, so that goal congruence can 
be achieved (Hanani & Aryani, 2011). Managerial ownership assessment could be seen from the proportion of share 
ownership by people in the company, especially the Directors and Board of Commissioners. Indirectly, executives 
were pressured to make careful decisions and present financial statements. They were also expected to be more 
enthusiastic about increasing the value of the company. On the other hand, incentives surely would affect their 
performance better than the threat of penalties when the company's financial performance is poor (Roden et al., 2016). 
When the executive had a sense of ownership of the company, all actions taken within the company would go in line 
with the principal's interests. Therefore, the regulation of business strategies and policies related to organizational 
social treatment can be determined by the existence of managerial ownership (Khan et al., 2013). 
H4: Limited number of managerial ownership tends to do financial statements fraud. 

Board members were responsible for monitoring the decisions of executives and for preventing principal-
agent problems such as corporate financial fraud (Hambrick et al., 2014). This was supported by agency theory 
where information asymmetry between shareholders and management can lead to agency relationship problems, 
ending in fraud. In general, the Board of Commissioners had the task of guaranteeing the achievement of company 
programs, overseeing management in managing the company, and requiring the achievement of accountability. 
The existence of an Independent Board of Commissioners in a company was expected to increase the supervision 
efficiency. In a sense, the Independent Board of Commissioners had no relationship to the internal company, so 
that the commissioner can work independently (Beasley, 1996). The larger boards of commissioners came from 
outside of the companies, the higher supervision must be carried out in a company (Nugraheni & Triatmoko, 2017). 
In fact, the board’s independence partially helped explain the extent of risk disclosures (Probohudono et al., 2013). 
The existence of the Independent Commissioner Board influenced financial statement fraud, due to the fact that 
the greater proportion of independent directors granted was expected to increase the company's good performance 
(Beasley, 1996; Dechow et al., 1996; Murtanto & Sandra, 2019; Skousen et al., 2009). 
H5: Companies that have an Independent Board of Commissioners are less likely to do financial statements fraud. 
 
Research Method 

This study used secondary data obtained from the company's annual report, while the research objects were 
manufacturing, property, real estate, and construction companies listed on IDX for the period 2014-2018. Data from 
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Report to Nations 2020 showed the construction, manufacturing and real estate industries from the first 3 ranks with 
the most cases of financial report fraud from fifteen types of industries, underlying the object selection in this study. 

The sampling technique of this study was purposive sampling with five criteria. The authors used five 
criteria used by Hafizah et al. (2017), as follows: First, manufacturing, property, real estate, and construction 
companies have been listed on IDX during the 2014-2018 period. Second, companies presented their annual reports 
through the company's official website or IDX. Third, companies showed a positive net profit during the period 
2014-2018. The fourth were companies presenting financial statements in Rupiah, and the last completeness of the 
data needed for research. Finally, the authors obtained a sample of 475 companies applying for the research. 

 
Dependent Variable 

The financial statement fraud (FRAUD) variable was measured using the 1999 Beneish M-Score model (Beneish, 
1999; Hafizah et al., 2017; Tarjo & Herawati, 2015). The 8 financial ratios of Beneish M-Score were used as a 
pitfall against companies with the tendency of doing financial statements fraud, see Table 1.  
 

Table 1. Ratios of Beneish M-Score 

No Ratios Formula 
1. Days Sales in Receivable Index (DSRI)  

𝐷𝑆𝑅𝐼 =

𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 (𝑡)
𝑆𝑎𝑙𝑒𝑠(𝑡)

 

𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 (𝑡 − 1)
𝑆𝑎𝑙𝑒𝑠 (𝑡 − 1)

 

2. Gross Margin Index (GMI) 

𝐺𝑀𝐼 =

𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡 (𝑡 − 1)
𝑆𝑎𝑙𝑒𝑠(𝑡 − 1)

 

𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡(𝑡)
𝑆𝑎𝑙𝑒𝑠 (𝑡)

 

3. Asset Quality Index (AQI) 

𝐴𝑄𝐼 =
1 −

𝐶𝐴 (𝑡) + 𝑃𝑃𝐸(𝑡)
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 (𝑡)

1 −
𝐶𝐴 (𝑡 − 1) + 𝑃𝑃𝐸 (𝑡 − 1)

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 (𝑡 − 1)

 

4. Sales Growth Index (SGI) 
𝑆𝐺𝐼 =

𝑆𝑎𝑙𝑒𝑠 (𝑡)

𝑆𝑎𝑙𝑒𝑠 (𝑡 − 1)
 

5. Depreciation Index (DEPI) 

𝐷𝐸𝑃𝐼 =

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑡 − 1)
𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑡 − 1) + 𝑃𝑃𝐸 (𝑡 − 1)

 

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑡)
𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 (𝑡) + 𝑃𝑃𝐸(𝑡)

 

6. Sales General and Administrative Expenses Index 
(SGAI) 𝑆𝐺𝐴𝐼 =

𝑆𝐺𝐴 (𝑡)
𝑆𝑎𝑙𝑒𝑠 (𝑡)

 

𝑆𝐺𝐴 (𝑡 − 1)
𝑆𝑎𝑙𝑒𝑠 (𝑡 − 1)

 

7. Leverage Index (LVGI) 

𝐿𝑉𝐺𝐼 =

𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 (𝑡)
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 (𝑡)

 

𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 (𝑡 − 1)
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 (𝑡 − 1)

 

8. Total Accruals to Assets (TATA) 𝑇𝐴𝑇𝐴

=
𝐼𝑛𝑐𝑜𝑚𝑒 𝑏𝑒𝑓𝑜𝑟𝑒 𝑒𝑥𝑡𝑟𝑎𝑜𝑟𝑑𝑖𝑛𝑎𝑟𝑦 𝑖𝑡𝑒𝑚𝑠 (𝑡) − 𝐶𝑎𝑠ℎ

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 (𝑡)
Source: Beneish (1999) 
  
Beneish M-Score formula: 
M-Score = -4,84 + 0.92DSRI + 0.528GMI + 0.404AQI + 0.892SGI + 0.115DEPI + -0.172SGAI + -0.327LVGI + 
4.679TATA 

If the M-score> -2.22, it indicated financial fraud within companies, scored 1. When the results of Beneish 
M-Score < -2.22 then the company was categorized as not committing fraud (NON-FRAUD) and scored 0. 

 
Independent Variable 

The first variable of this study was the age of directors (AGE). The age of directors would be measured using the 
average age of directors in a company. This measurement referred to the research from Goll and Rasheed (2005), 
Talavera et al. (2018), and Xu et al. (2015).  



58 Jurnal Akuntansi dan Auditing Indonesia, Vol. 26 No. 1, June 2022 

The second independent variable was the educational background of the directors (EDU). This variable 
used the average score of the last level of education attended by the directors. The indicators of the educational 
background score of directors used were divided into four categories, i.e. score 1 for diploma/equivalent level, 2 
for bachelor’s degree, 3 for Master's Degree, and score 4 for Doctoral degree (Hitt & Tyler, 1991; Kong & Zhang, 
2010; Kuo et al., 2018; Papadimitri et al., 2020) 

The third independent variable was the gender of directors (WOMEN). The proportion of female directors 
on the board of directors used dealt with the research conducted by Adusei (2019), Adusei and Obeng (2019), 
Belaounia et al. (2020), and Maula and Rakhman (2018). 

The fourth independent variable was managerial ownership (OWNERSHIP), applying the measurement 
through the percentage of the number of shares owned by insiders then compared with the common shares 
outstanding. This study also referred to the proxy used by (Florackis et al., 2020; Murtanto & Sandra, 2019; Skousen 
et al., 2009; Sumilat & Destriana, 2017). 

The last variable applied was the Independent Board of Commissioners (IBCOM). The presentation of 
quality and transparent financial statements existed because of the Independent Board of Commissioners in a 
company (Sumilat & Destriana, 2017). Measurement of this variable followed the previous research by Murtanto 
and Sandra (2019) and Skousen et al. (2009) using the number of Board of Commissioners who are Independent 
Board of Commissioners. 

  
Empirical Models 

This study uses model binary logistic regression to test our hypotheses. 

Ln FRAUD = β + β1AGE + β2EDU + β3WOMEN + β4OWNERSHIP + β5IBCOM + ε 

Information: 

Ln FRAUD = Fraud (Financial Statement Fraud) is calculated using a Beneish M-Score and then proxied by a 

dummy variable. Score 1 for fraud companies and a score of 0 for non-fraud companies. 
AGE  = The average age of directors 
EDU = Average directors' education score 
WOMEN  = Proportion of female directors 
OWNERSHIP = Total shares owned by insiders 
IBCOM  = Number of Independent Commissioners 
ε = Error 
  
Result and Discussion 

Descriptive Statistics 

The descriptive statistics for dependent variables, found out to be 475 companies, in which 65 companies 
committed fraud (13.7%), while 410 others were not found to have committed fraud (see Table 2). 
  

Table 2. Dependent Variable Descriptive Statistics Based on Industry Sector 
 

Manufacture Property, Real estate, and Construction Total 
2014 Fraud 8 9 17 

Non-Fraud 51 27 78 
2015 Fraud 4 10 14 

Non-Fraud 55 26 81 
2016 Fraud 4 7 11 

Non-Fraud 55 29 84 
2017 Fraud 5 7 12 

Non-Fraud 54 29 83 
2018 Fraud 4 7 11 

Non-Fraud 55 29 84 
Total 295 180 475 

 
From the descriptive statistics based on the industry sector, in 2014 there were 17 companies indicated to 

have a tendency to do financial statements fraud based on Beneish M-Score, with a division of 8 in the 
manufacturing industry sector and 9 in the property, real estate, and construction industry sector. In the 
manufacturing sector, SBA and WCA codes were found to have committed fraud, while there were LCG and PPI 
in the property, real estate, and construction industry sectors. In 2015, there was a decrease in the total number of 
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companies indicated having a tendency to do financial statements fraud based on the Beneish M-Score, which was 
17 into 14 companies. There were 4 companies in the manufacturing sector and 10 in the property, real estate, and 
construction industry sectors. In the manufacturing sector, STT and HAA companies were identified carrying out 
financial statements fraud, while there were BFE and SEG in the property, real estate, and construction sectors. 

Table 2 showed that in 2016 there was another decline in cases of companies that indicated that they had 
a tendency to do financial statements fraud based on the Beneish M-Score, which previously had 14 companies to 
11 companies. KNL and TBG were two of the 4 companies in the manufacturing sector, while SUY and BEI were 
two of the seven companies in the property, real estate, and construction sectors proven to have committed financial 
statements fraud. Meanwhile, in 2017 there was an increase in cases of financial statements fraud made from 11 
to 12 companies. Of the five companies in the manufacturing sector, MBA and SRP were indicated to have 
committed financial statements fraud. On the other hand, 2 out of seven companies in the property, real estate, and 
construction sectors, AIA and SSA were indicated to have committed fraud in 2017. In 2018, there was a decrease 
again in financial statements fraud committed by companies, into 11. There were 4 companies in the manufacturing 
sector and 7 companies in the property, real estate, and construction sectors. In the manufacturing sector, TAN and 
UEA were found to be fraudulent companies, while in the property, real estate, and construction sectors, it was INT 
and WAA. Based on the explanation of Table 2, it can be concluded that the total financial statements fraud 
committed by the company abruptly changed every year. Overall, from 2014 to 2018 there was a decrease in 
financial statements fraud committed by companies. While in the industrial sector, the property, real estate, and 
construction companies committed more fraud than the manufacturing sector. 

  
Multi-collinearity Test 

Multi-collinearity test was applied to test whether the regression model found a correlation among independent 
variables. Table 3 provided a summary of the multi-collinearity test for this research. 
 

Table 3. Multi-collinearity Test 

               Model Tolerance VIF 
 (Constant)   

AGE .935 1.070 
EDU .967 1.034 
WOMEN .976 1.025 
OWNERSHIP .952 1.050 
IBCOM .952 1.051 

 
The basis for decision making from the multi-collinearity test was completed by examining the value of 

Tolerance and VIF. Based on Table 3, the tolerance value of each variable was found to be greater than 0.1, while 
for the VIF value for each variable was less than 10. Thus, it could be deducted that there were no symptoms of 
multi-collinearity in the regression model. 
  
Overall Model Fit Test 

Table 4. -2 Log Likelihood 

-2 Log Likelihood (Block Number = 0) 379,230 
-2 Log Likelihood (Block Number = 1) 344,715 

  
The log 2 likelihood value in this model involving independent variables (-2 LogL Block Number = 1) of 

344,715 had a smaller value than the model without involving independent variables (-2 LogL Block Number = 0) 
of 379,230. These results indicated that the addition of independent variables resulted better than when it wasn’t, 
so this model was fit to use. 

 
Table 5. Omnibus Test 

 Chi-square Df Sig. 
34.514 5 .000 

 
The Chi-square value obtained was 34.514 with degrees of freedom (df) of 5. Obtaining the value of Sig., 

the model was 0.00 because this value was less than 0.05 (5%) so it concluded that the independent variable 
simultaneously influenced the tendency to do financial statements fraud. 
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 Wald Test 

Table 6. Wald Test 

Variables in the Equation 
  B S.E. Wald Df Sig. Exp (B) 
Step 1a AGE -.058 .027 4.735 1 .030 .944 

EDU -.372 .403 .852 1 .356 .690 
WOMEN -2.314 1.086 4.541 1 .033 .099 
OWNERSHIP -35.034 14.306 5.997 1 .014 .000 
IBCOM .571 1.381 .171 1 .679 1.770 
Constant 2.397 1.848 1.683 1 .195 10.989 

 Variable(s) entered on step 1: AGE, EDU, WOMEN, OWNERSHIP, IBCOM. 
Significant at 5%  

 
The AGE variable showed a significance value of 0.30 <0.05 resulted in the negative regression coefficient. 

There was a significant negative effect between the age of directors on the tendency to do financial statements 
fraud, so that H1 was supported. The young executives had higher eagerness to take risks and caused conflicts of 
interest (Zahra, 2007). The more mature a person is, the better the quality of the financial statements reported and 
the more excellent in improving market performance (Maulia & Januarti, 2014). When it was correlated to the 
agency theory, the older directors wanted stable careers so that they would try to reduce agency conflicts affecting 
their careers (Hambrick & Mason, 1986). The older age was also associated with moral development which was 
the basis of ethical behavior (Zahra, 2007). The older directors with experiences also helped their colleagues in 
making decisions (Xu et al., 2015). So, shareholders would get advantage over the funds they provided, as it would 
be used more efficiently and effectively. This study was found to be linear with, however, contrary to the study 
conducted by Huang et al. (2012) and Xu et al. (2015), however, contrary to the study conducted by Firdaus and 
Suryandari (2008) and Girau et al. (2019). argued that the younger directors had a mentor to assist in directing and 
the fact that they did not see the advantage of committing fraud, so that it did not occur. 

The EDU variable showed a significance value of 0.356 > 0.05, meaning that the educational background 
of directors had no influence to do financial statements fraud, so H2 was rejected. One possible reason for that was 
because in this study the definition of educational background was only about the level of education. The high 
morality of individuals can be seen from the participation of the respondents in the course/training/ technical 
guidance in the field of accounting (Lestari et al., 2017). Having an educational background based on the type of 
business and industry can increase the directors' knowledge in business continuity (Kusumastuti et al., 2007). The 
results from Harvard University research explained that a person's success was not only determined by the 
knowledge of science (hard skills), which was only 20%, but also the required skills to manage themselves and 
others (soft skills) of 80% (Kusumastuti et al., 2007). Fraud was caused by the presence of female gender in the 
ranks but not due to differences in education levels. The results of this study was in line with the Firdaus and 
Suryandari (2008), yet Kusumastuti et al. (2007) argue that there is no influence on the education of board members 
with firm value and earnings management. However, it contradicts research conducted by King et al. (2016) and 
Troy et al. (2011). 

The WOMEN variable shows a significance value of 0.033 <0.05 and with a negative regression coefficient 
value. It indicates that the gender independent variable of directors is proxied by the proportion of female directors 
negatively influencing the tendency to do financial statements fraud so that H3 is supported. When associated with 
agency theory, women tend to feminine leadership style so that in their leadership, they will try to minimize agency 
conflict by minimizing violations in financial statements (Adusei & Obeng, 2019). Gul et al. (2011) state that women 
directors tend to be more diligent in carrying out monitoring and evaluation activities compared to male directors. 
Besides, women's boards of directors tend to be more active in attending meetings to create the decisions needed 
by companies (Hanani & Aryani, 2011). The existence of women in the top management can reduce fraud, violation 
of financial reporting rules, and earnings management (Liao et al., 2019; Luo et al., 2019; Maula & Rakhman, 2018; 
Merawati & Mahaputra, 2017). Contradictory, the other research found no effect of gender differences in firm 
value, risk-taking, and earnings management companies (Kusumastuti et al., 2007). 

The OWNERSHIP variable showed a significance value of 0.014 <0.05 and the value of the regression 
coefficient obtained was negative, meaning that this variable harmed the tendency to do financial statements fraud 
so that H4 was supported. Managerial ownership was a means used to resolve conflicts of interest between agents 
and principals (Jensen & Meckling, 1976). This managerial ownership assisted the managers to have the same 
position as shareholders. The greater the outstanding shares owned by management, the stronger their motivation 
to work better to increase the value of the company's shares (Nor et al., 2017). The management would choose to 
improve the performance of the company because the policies made can affect the dividends, in which someone 
would receive and indirectly benefited themselves because they had a share in the company (Hanani & Aryani, 
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2011). This finding was linear to the finding Girau et al. (2019), Hafizah et al. (2017), and Skousen et al. (2009) 
found that there was no relationship between the financial needs of individual management and financial statement 
fraud. 

Meanwhile, the IBCOM variable had a significant value of 0.679> 0.05 indicating that the variable 
existence of the Independent Board of Commissioners did not affect the tendency to do financial statements fraud 
so that H5 was rejected. The independent Board of Commissioners was a commissioner having no relationship with 
companies, so that they can work independently. The performance didn’t go well even though the number of 
Independent Commissioners followed applicable standards, because the existence of the Independent Board of 
Commissioners was only to fulfill regulations. The issuer's low awareness of the regulation was due to the absence 
of strict sanctions from the authority. They were no different from other Asian Companies, in which most of the 
companies in Indonesia were family companies so that family supervision is more significant despite being a public 
company (Kusumastuti et al., 2007). This allowed intervention to the Independent Board of Commissioners, 
resulted in being unable to supervise objectively (Sihombing & Rahardjo, 2014). The nature of the company's 
industry also provided opportunities for companies to commit fraud, which was linear to the research by Hafizah 
et al. (2017), Nurbaiti and Hanafi (2017), Sihombing and Rahardjo (2014), and Skousen et al. (2009) where 
supervision by the Independent Board of Commissioners did not affect the tendency to do financial statements 
fraud. This research contradicted the results from Murtanto et al that succeeded in proving that the Independent 
Board of Commissioners influences financial statement fraud (Murtanto & Sandra, 2019; Nugraheni & Triatmoko, 
2017). 
  
Conclusion 

After processing and testing the data, the empirical evidence obtained about the influence of the five independent 
variables (the age of the directors, the educational background of the directors, the gender of the directors, 
managerial ownership, and the Independent Board of Commissioners) having a simultaneous influence on the 
tendency to commit financial statements fraud. Partially the age of directors, the gender of directors, and managerial 
ownership had a significant negative effect on the tendency to carry out financial statements fraud. While the other 
two variables, specifically the educational background of the directors and the Independent Board of 
Commissioners, did not influence the tendency to do this fraud. 

The limitation in this study was that the coefficient of determination was still relatively small at 12.7% that 
it showed the existence of other factors outside this research model affecting the dependent variable. This study 
also did not compare the findings of research with companies proven to have committed fraud committed by the 
OJK. 

 Future studies would be recommended to use a measurement of dependent variables other than the 
Beneish M-Score, for example, the F-Score Model developed by Dechow et al. (1996). Besides, further research 
would be necessary to examine other independent variables that allegedly influence the financial statement fraud, 
e.g share ownership structure, the board of directors' tenure, and the type of company industry. 
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